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PREFACE 


The aim of this Economics primer is to help pupils to examine 
certain features of daily life and living. For this purpose the 
book presents selected facts and aspects of Economics which 
he within the mental grasp of young people and which are 
direedy pertinent to them at the beginning of their careers. 
The pupils who will benefit most from such study are those in 
the 14-15 age group in all types of Secondary Schools, and those 
in Commercial Colleges and Continuation Classes. 

Each chapter is followed by a set of questions and exercises 
which necessitate simple research and investigation on the 
pupils’ part — an indispensable adjunct to the teacher’s efforts. 
More mature pupils may well try to find the answers to all the 
questions, but for younger pupils some .selection may need to be 
made by the teacher." In all cases, however, active discussion 
leading to continued research should bo encouraged. 
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seuds machines, coal, and textiles overseas and buys raw materials 
and foods from abroad. In reasoning about these activities and 
movements you discover tliat man is forever trying to use the 
forces of nature for his own benefit; furdicr, that he is constantly 
making contacts with other men and women for die benefit of 
all human beings concerned. Such activities all come within tlic 
scope of Economics. 

Turn now to your History class. Among the lessons you did 
there you may recall die Peasants’ Revolt in 1381, the Dissolution 
of the Monasteries, Elizabeth’s Poor Law Act of 1601, die loss of 
our American colonics, the Industrial and Farming Revolutions, 
the Trade Union movement and die Chartist Riots. These arc 
only a few topics from die many you study in History that have 
aspects which receive greater light from Economics. Such 
items, too, as Health and Education measures; Communications, 
Roads, and Transport; the Diesel Engine, arc concerned specially 
with man’s actions and motives in regard to making a living, 
and therefore come under the heading of Economic History as 
distinct from History which has been described as a record of 
man’s actions and motives in the past. 

Again, you must have heard discussions on die radio or at 
home, or read in die newspapers, about current national and 
international disputes — about under-employment, standards of 
living, barriers to export trade, location of industries, monopolies, 
balance of trade and transport problems, about strikes, rations 
and petrol restrictions. With die aid of Economics many such 
day-to-day afiairs, of which you meantime have but a sketchy 
knowledge, wiU become clearer. 

The foregoing paragraphs will liave made you realize that you 
have been having lessons in school which you have known on 
the time-table as Arithmetic, Geography, and History, and so on. 
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Gloucestershire where laud is cheap and local rates arc lower i 
Why is Canada or Australia less densely populated than China, 
India or Western Europe? Such topics as thc.c involve not only 
the study of the earth, but also the study of human behaviour, 
tile study of man in his ciTorts to make a living and to satisfy 
his wants. 

You can sec, then, that in various brandies of your scliool 
studies your attention has been directed to some of the questions 
examined and studied by economists or students of Economics. 
Now wiiii die help of this book and your teacher you arc going 
to give diought to sonic of the everyday problems vvlucli you 
meet, and will meet, in your school and out of scliool, at home, 
in die shops and in the workshops and other places where you 
arc likely to spend life, both in working and leisure hours, after 
leaving scliool. 

Economics Defined, 

This book, dicn, is about Economics, wbicli is a study of 
human conduct in relation to wc.ilth. You can see c.v.amplcs of 
such human conduct in die errand boy who leaves liis job to 
begin an apprcnriccship to a trade; in the father wlio h.as to find 
work away from home; in the schoolboy who wonders whether 
to s.ivc money to buy a bics'clc or whedicr to continue his 
twicc-wccldy visits to the cinema; in die Co-operative Society 
or multiple firm wdiicli sets up its shops on or near a Counril 
housing estate. 

You arc about to inquire into the efforts of such people as 
dicsc to get wealth and to make a living. You arc to c-xaminc 
how man helps liis fellosv-man, bodi at home and abroad, often 
without being aware of how the helping is being achieved. You 
will investigate die work of many of your neighbours to try to 
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effort is required to get it— then it is wealth as the economist 
understands it. 

Air is useful, desirable, requires human effort to get it. But it 
cannot be owned, and it is not scarce. Therefore it is not wealth. 
Sand on a building site is wealth, but in the Sahara Desert it is 
not. Why the difference? Ice at the fishmonger’s is wealth, but 
it is not wealth as part of a Greenland glacier. 

Again, an Arsenal centre-forward, the director and producer of 
a film, a successful comedian, and an architect all possess personal 
wealth in the various kinds of skill they exhibit for giving 
pleasure or performing a personal and professional service. A 
plumber’s tools and a dressmaker’s sewing machine, too, are 
examples of wealth to produce further wealth, while public 
buildings, post offices, art galleries, and parks may be referred 
to as public or social wealth. 

Now examine the items listed below to see whether or not 
each is wealth within the meaning given to it by the definition 
above. Only if it fulfils all four qualifications can the thing you 
are considering be termed wealth. 

Sunshine; a dentist’s skill; Siberian forests; a public library; 
fish in the sea; a good voice; Chelsea F.C.’s pitch; a lathe; 
this book; honesty. 

Further Definitions. 

The plirase ‘ man’s actions ” has already been explained as 

human conduct ; “ ordinary business of life ” refers to earning 
a hving and getting an income and spending it. ** Income ” 
includes, not only wages and salaries, but such payments as 
interest on savings, dividends from investments, and rent from 
houses and land used by the owner or some other person. The 
lettuce you bring from your allotment and the rabbit you arc 
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are labours of love, and, as such, they do not come within the 
sphere of Economics, When Dad has a game of bowls, liis efforts 
give liini pleasure and recreation, but they arc not economic 
efforts. The tennis professional, on the other hand, gets pleasure 
out of his game, but he is primarily giving an economic service 
— in coacliing or giving an cxliibition — for which he receives a 
fee or a payment. Tliis is, in fact, his way of making a living. 
When you go to a Salvation Army Band practice your efforts 
are not economic because they are not aimed at increasing your 
income. Likewise a game of table-tennis or draughts at a youth 
club results in the expenditure of physical and mental efforts 
without a cash return. 

FmaUy, remember that coundess thousands work because there 
is a joy in work. Though drrough doing it they receive an 
adequate living, they do not work primarily for money, but 
because they enjoy being occupied, or because they are miserable 
when they arc not engaged in work of some kind. 


FOR FURTHER STUDY AND DISCUSSION 

1. Say which of these are economic wealth and which are not; 

a school building; sea-water; good harbours; an anti- 
aircraft: gun; a professional golfer's skill; an amateur 
violin player's talent; a mother’s cooking skill; home- 
made jam; die pleasures of camping; a church service. 

2. Is it better to be lucky than wealthy? 

or 

Is health better dran wealth? 

3. What is the difference between the wealdi of a community 

and its welfare? 
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WHAT IS A GOOD JOB? 

As soon as you see the above question you may answer, “ The 
job with most wages.” If so, you will be partially right, but not 
entirely so, for many other points have to be considered. Some 
jobs are better paid dian others, it is true; on the other hand a 
few vacancies notified by employers as well-paid jobs are difficult 
to fill wliile at the same time there are people who have had 
little or no regular work for months on end. Again, many 
occupations, because they ate considered clean and comfortable, 
attract newcomers but do not hold diem; and even where 
workers remain for years in their jobs there are not a few “ square 
pegs in round holes ”. It seems very confusing for there appear 
to be no rules, and, as a matter of fact, it is a very difficult problem. 
To you, therefore, who hope, within a year or so, to become a 
worker, it should be both interesting and profitable to find out 
what it is that helps to make some trades or callings better or 
worse than others. 

To mention actual cases. Why should a railway platelayer be 
paid less per week than an ordinary derk at the Town Hall? 
Why should a shorthand-typist get jTfi a week and a charwoman 
much less? Why should one well-qualified engineer receive 
^2000 a year while a similarly equipped colleague is glad to 
work at the bench for ^7 to ^10 a week? 

Mr. X. has a good job,” you say, or “ Tom Smith has started 
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at So-and-so’s factory with excellent prospects,” or “ Miss Y. has 
landed a good billet,” or “ Mac’s aU right. He works for the 
Council.” 

Now what is there about a candidate for a situation which 
gives an almost certain assurance that he or she will make good ? 
Part of the answer to this question is obvious. He must show 
ability and willingness to fill the post to the satisfaction of the 
employer, and he must have the opportunity to secure the right 
post when it is available. There is no royal route, however, to 
the most suitable employment. If the candidate is in the appro- 
priate district; if his parents and/or teachers are in touch with 
the requisite employers; if he is the right sort of person, the 
initial opportunity is there for him to make or mar as he and 
circumstances decide. 

“ A tall order !” you feel inclined to remark. Is it an impossible 
one, though? Look at the grown-ups you know. Have not 
many of them found diemselves in a calling which is satisfying, 
even allowing for occasional grumbling? You too, then, if you 
are guided, and if you are armed with the knowledge of the 
experience of others in the past, may find yourself in an equally 
satisfying position and may certainly avoid some of the mistakes 
that have led to unhappiness at work, or to under-employment 
or low earnings. 

Here are a few donts for your guidance: 

. 1. Don't think that a big commencing wage is all-important. 

2. Don't enter a blind-alley occupation if you can help it. A 
bhnd-alley is a street or road walled up at the end. 
A blind-alley occupation is one such as going errands or 
delivering newspapers that does not usually lead to good 
prospects or a career. 


12 


WHY PEOPLE WORK 


3. Don't enter a seasonal employment if you can avoid it A 

post for a few weeks during the holiday season at a seaside 
resort, or that of an ice-crcam salesman during the summer 
mondis only, should only be taken if nothing better is in 
sight. 

4. Dont adopt the idea on leaving school for a post that you 

need no further education. (Further education does not 
include efficiency at ping-pong or dancing; these arc 
recreational activities, worth-while at proper times and in 
reasonable amount.) 

5. Dont despise a dirty job. Motor-mechanics and miners do 

essential work, and most of them are proud of it 
Can you add five more donts? Try to do so after a class 
discussion. 

A Good Job and How to Get It. 

To return now to the question of what jobs arc better than 
others, of what makes them good or bad, better or worse? 

1. The first consideration is that a good job must last, that it 
must offer security of tenure. This means that, providing the 
worker shows reasonable eflSciency and is honest and reliable, he 
(or she) can go on in employment during the normal span of life 
till old age. It must be noted here, however, that many girls in 
good positions find it quite satisfactory to leave excellent employ- 
ment for the more satisfactory state of marriage; also that many 
married women do justice to both home and a career. 

2. Wages earned ought to graduate, in due course, from the 
apprentice standard to the full adult amount. 

3. There should be neither slack times nor too much overtime. 
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4. Reasonable hours of labour, comfortable and safe working 
conditions, and at least one week’s paid holiday a year, arc other 
desirable qualities of good employment 

5. A good worker should be able to look ahead to promotion 
as a reward for merit and loyalty, or for special efforts. 

Bearing llicsc five points in mind, the tiling for you to do, 
when considering a career, is to consult your teachers and 
also the Youth Employment Officer, if tlicrc is one; and 
with their help, firstly, to examine what occupations with these 
qualities arc followed, and may be open, within reasonable 
reacli of home; secondly to decide whether you would like 
such a position, if available, and you have the required qualifica- 
tions. Once all this is settled, you can then make inquiries as 
to opcjiings, being prepared, however, to meet conditions which 
arc not fully in accord with all your desires or c.xpcctarions. 

It must be admitted, of course, iliat many school-leavers are 
unable to pick and clioosc because opportimitics don’t c.xist. 
Especially is this the ease in areas where there is only one trade 
as in a colliery or agricultuMl village, and where it is not always 
c.Tsy, nor is it always right, for young people to leave the shelter 
of the parental home to seek occupation elsewhere. 

Occupations Classified. 

At this point you arc invited to note how all occup.ations can 
be classified under four headings as follows; 

1 . Extraatvc work. 

2. Manufacturing and constniaivc work. 

3. Commercial work. 

4. Dirert setwiccs. 
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This classification could not have been made once upon a time 
for in days gone by neatly everybody was engaged in. an ex- 
tractive occupation. The man and his family lived their whole 
lives in close connexion with the soil. They grew or caught 
their omi food, made tlicir own furniture, built their own house, 
made tlicir own clothes, and, altogctlicr, life was a simple affair. 
It was not an easy existence, but it certainly was not as compli- 
cated as in modem days. 

As industry developed and wants increased, however, it was 
found advantageous to divide tlic work to be done so that men 
and women became specialists; tliat is, they did only one set of 
duties. Thus to-day the butcher, tlic baker, the grocer, the 
teacher, the conicdi.an, and thousands of others are specialists, 
cacli performing only one kind of work from amongst the four 
groups noted above. So, too, arc the many workers in large 
industrial concerns as, for example. Ford’s Motor Works or a 
ready-made clothing factor)'. 

Under modem conditions of mass-production there is advanced 
specialization, for a worker may daily repeat die same operation 
hundreds of rimes and yet rarely get even a glimpse of the 
finished article. There may, for example, be as many as fifty 
little bits of work, each done by a machine supervised by a 
man or woman, before a pair of shoes is produced. With tliis 
increased specialization have come machines that save labour and 
speed up production and bring with them many advantages and 
disadvantages to the nation and its workers. Can you think of 
some of these? 

1. Extractive Work. 

Mining, stone quarrying, gardening, agriculture, forestry, and 
fishing are extractive industries whose products arc the founda- 
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tions on which all other occupations are based. Without clay for 
bricks, sand for glass, timber for joinery, lead for plumbing and 
for metalwork, no building can be erected; without food from 
the fields no worker or other person could go on for more dian 
a day or two. In fact, it is true to say that everything around 
you and on you was originally an extract from the earth and the 
waters upon it. Test this last statement by finding out what is 
die bcginm’ng of each article in the room, on your person, and 
on die table at meals. Your discoveries should make you realize 
how immensely important are the cliief extractive industries, 
agriculture and mining. 

2. Manufacturing and Constructive Work. 

The processes diat arc involved in making the raw materials 
into the finished products ready for die user, or customer, or 
consumer, are known as production. 

The people engaged in these processes (they include landlords, 
labourers, capitalists, and organizers, of whom you will Icam 
more later on) take die raw materials of agriculture, mining, 
quarrying, forestry, and other extractive industries and change 
them so that they can be used in homes, factories, and odier 
places where dicy arc needed. Thus clay is turned into bricks 
or pottery, coal into gas, coke and other products, and sand with 
other ingredients into glass. The cotton-workers of Lancashire, 
the concrete-makers of Lewes, the tailors at Leeds, and die 
. dyers of Perth are examples of workers in manufacturing in- 
. dustrics; house- and ship-builders arc workers engaged in con- 
structive work. 

The term raw material may seem confusing when used in 
certain senses. The tailor thinks of rolls of cloth as raw material, 
and the builder may consider steel beams in the same way. In 
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this chapter, however, raw material refers to the product of 
labour working on nature, labour applied to the land or sea. 
Wool after the shearing, stone from the quarries, felled tree- 
trunks, and fish on a trawler are examples. 

This occasional confusion has been expressed in tliese words: 
“ What is the finished product in one workshop may become 
the raw material of the next.” 

3. Commercial work. 

When goods are ready to be used or consumed, to use the 
word ftequendy employed in Economics, they have to be put 
into the hands of users or consumers or customers, by being sent 
to where they are wanted, to where they can be sold and used. 
This is commercial work and employs an increasing proportion 
of the community; and the agencies (commerce, finance, trans- 
port, insurance) wliich help in transferring the goods are classi- 
fied as distributive. They include shopkeepers, salesmen, lorry- 
drivers, railwaymen, clerks, errand boys, bank officials, advertis- 
ing and insurance agents, and a host of others. Some of these 
are referred to as middlemen or people who help goods to pass 
on their way from producer to consumer. 

If a middleman helps to make goods pass smoothly on their 
way to the consumer he performs a good service for which he 
is rewarded. If he is not really necessary to the flow of the goods, 
however, he is only adding needlessly to their cost. The man 
who buys a milhon toy balloons direct from the rubber factory 
and sells them in grosses to retailers is a middleman. Is the term 
wholesale buyer better ? The potato dealer at the vegetable market 
is a wholesale buyer and salesman, for he buys hundreds of tons 
from the growers to sell in small hundredweight lots to green- 
grocers and hawkers. 
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4. Direct Services. 

Outside the workers in die three groups already mentioned 
there is a huge group of workers who give their services direcdy 
to other workers. The doctor, for example, does not handle the 
raw materials, nor is he engaged in manufacturing, constructive! 
or commercial work; neither are teachers, lawyers, soldiers, 
sailors, policemen, musicians, actors, clergymen, and many others. 
Instead they give service by making their personal abilities and 
the results of their training direcdy available to other men and 
women. 

Now that a brief survey of occupations has been made some 
estimate of their relative attractiveness may he attempted. 

"What usually makes certain employments preferable to others 
is wages or salary, for the amount of their remuneration almost 
always decides the Standard of Living, sometimes called the 
Standard of Comfort. A man with a comfortable income eats 
better and more varied food, wears better clothing, has a roomier 
and more convenient house, and has more holidays and enter- 
tainment than a person whose wage is low. The more prosperous 
man is thus said to enjoy a higher standard of living than his less 
fortunate brother. It is income that most often decides this 
standard; and this is true even when most basic necessities are 
rationed or controlled. 

But do not make the mistake of assuming that worldly 
possessions are everything. They are useful, no doubt, and not 
to be despised. Remember, however, that some workers are 
attracted to and remain in an industry even when cash returns 
do not seem too good, simply because they find a joy in the 
particular occupation. Remember, too, that a contented mind, 
a cheerful disposition, the joys of family and fiiendship, good 



18 


WHY PEOPLE WORK 


health, the delights of reading, music and art, are desirable and 
worthy objects attainable by all, iaespeedve of worldly posses- 
sions. And do not belittle tlie man who has found heaven on 
earth in the joys and consolations of religion and worship. 

On the base of a statue in Peel Park, Salford, this sentence has 
been chiselled, “ My riches consists, not in the extent of my 
possessions, but in the fevmcss of my wants.” What do you 
think of it? 


Income Differences and the Reason for Them. 

We are norv ready for part of the explanation as to why a 
teacher gets better pay tlian a bricklayer’s labourer; why a doctor 
has more income than a lorry-driver; why, in fact, differences 
exist between the salaries and pay-packets of many thousands of 
workers. 

1. Workers in an industry which is newly established and 
making high profits, or enjoying some other advantage, tend 
to share in the higher rewards to tlic industry. But high profits 
attract imitators and competitors, and the result is that the 
pioneer employers lose their advantages. Profits become smaller 
and wages are reduced or fewer workers are employed. 

The makers of wafer blades for safety razors were in a fortunate 
position in the early days of the invention. They had the market 
to themselves — had a monopoly, as we say — and their returns 
must have been very satisfactory. Now there are dozens of firms 
in the same business and profits have dwindled owing to this 
competition. 

Those engaged in the making and selling of wireless sets soon 
after radio became a practical matter did very well because they 
were first in the field. Many competitors, however, have since 
come into the industry and some price-cutting has had to be 
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made with a consequent tendency for reductions to be made in 
wages and profits. 

2. If- a piece of work requires little or no skill, if it can be 
done by. a man or woman or young people with htde or no 
training, there will normally be many people to do the work. 
Unskilled labour, accordingly, is usually poorly paid because 
wherever there 'is competition for work from among people 
wages can be kept low. Thus a bricklayer’s labourer receives 
pence less per hour than his skilled colleague, the bricklayer 
or the plumber. Conversely, skilled persons being few in 
number and therefore less easily obtainable by employers expect 
and get better pay than their unskilled mates. Thus the pay- 
packets of skilled mechanics or carpenters are bigger than those of 
unskilled workers in the same trades. 

3. A child who is dependent on his parents, whatever his age, 
may be considered an infant In his youth he is nurtured and 
prepared for his adult life, and if his period of dependence is 
prolonged so that he can pursue his studies or serve an apprentice- 
ship, he ought to get some eventual return for prolonged 
preparation for his career. This necessity for long training 
reduces tlie number of entrants for any particular profession or 
occupation, and so frequently results in comparatively higher 
payment A doctor, for example, does not qualify until he is 
well over twenty. His higher rewards are, in some measure, to 
recoup him for the outlay during his many years as a pupil at 
school and university. 

Cost of training does not, however, always result as just 
described. Ask a briefless barrister, or some newspaper reporters, 
or a clergyman tvith a low stipend how each looks at the problem. 
It is further complicated when you reaHze that personality 
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affects tlie income in some professions. Dr. A. attracts padents 
by his charm and pleasant manners, and so earns a very substantial 
income. Dr. B., on the other hand, who is a much better doctor, 
but lacks some of the personal graces, has fewer patients, private 
and state, and therefore has a smaller income. 

4. Sometimes a man will receive some addition to his svages 
because there is danger or discomfort attached to the work. 
With this in mind compare tire wages of a scavenger, a bus- 
driver, a sewerman, and a fireman. 

5. A strong trade union may help to increase members' wages 
and to improve other conditions of labour. The situation that 
helps them most to keep tvages high, and to improve them, is 
that in which a factory', or mill, or workshop-owners have plenty 
of orders in hand coupled with a shortage of skilled and unskilled 
workers. 

After the Second World War there was a serious shortage of 
manpower, due largely to the rapid increase in production re- 
quired in order tliat the country might export manufactured 
goods to pay for imports of food and taw materials. In addi- 
tion, some of the new social schemes introduced to establish the 
Welfare State involved the appointment of new ofRciab. Even 
the return of married women to industry did not fill all the 
vacancies. One of the results was higher wages and salaries, 
since better rates of pay tend to be oSered when the demand for 
men and women is high. 

6. If you can get into an industry' that is sheltered firom foreign 
competition you have many advantages as compared with 
workers employed in making materials or giving services which 
can be supplied by competitors abroad. No one, for example, 
outside the country can supply transport or municipal or social 
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services; the employee in any one of these services is thus 
sheltered from the pressure of competitors from abroad. So too 
with farm workers. In the days when produce from home farms 
liad to compete with that from abroad the farmer’s returns were 
depressed and so he could not afford to pay high wages. Now 
that tlie farmer gets guaranteed prices for home produce, he pays 
his workmen comparatively well. 

7. Some trades command higher pay because of tradition. 
Engine-drivers and motormen on the railway are the aristocrats 
of the transport services. Compositors and printers, too, enjoy 
a tradition of good wages. It may be because of greater respon- 
sibility. Why dien should not the signalman and the crossing- 
attendant receive similar favour? 

8. Speaking generally it may be said that the rewards for 
direct services and administration, and in the directive depart- 
ments of commerce, arc higher than for the artisan or workman. 


Women’s Wages. 

Are there any sound reasons for women’s lighter pay-packets 
as compared witli those of men? Certainly some of the ladies 
occasionally tell the world tliat they feel they arc being imjusdy 
treated, and their slogans, “ Equal pay for equal work ” and 

The rate for the job ” invite the public to examine their claims 
for better treatment, and increased rewards for their services. In 
the course of this examination many questions arise. 

Is there a tradition that women should take less pay ? Do they 
need less food ? Do they pay less for a railway journey ? Is their 
work as valuable as men’s work? Have dicy fewer responsibil- 
ities ? Why arc a man and woman, working in adjoining rooms, 
or even side by side, on the same job, paid according to different 
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standards? Is it because many girls look upon their work as 
temporarj’ before marriage? Or is it because some women are 
not keen trade unionists? Can’t die same be said about men? 

The usual answer to women’s pleas for equal pay is that a man 
is normally a breadwinner and head of a family, the most impor- 
tant group or unit of die nation, and diat there should therefore 
be additional consideration for him because of liis extra respon- 
sibility. “ But why,” demand the ladies, " seeing that he now 
has certain family allowances and relief of Income Tax?” 

It would be interesting and useful for you to examine this 
problem fully before coming to a definite conclusion. Get as 
many facts and figures as you can; then arrange a discussion or 
debate. Let it be calm, without anger or heat. Whatever side 
you take, give the other side a fair hearing. You may find diat 
the anstvers to your questions arc not clear-cut and that too 
many exceptions and allowances have to be made for personal 
ability and variations in professions, trades, and industries to 
allow a definite answer to be reached. Nevertliclcss the whole 
inquiry will be enjoyable and worth-while. 

The Modification of Economic Laws. 

A final note to this chapter concerns the words tendency, nsually, 
in many cases, and similar phrases which seem to come fairly often 
into Economics. The reason for their presence is that, although 
a rule or law seems to operate, and should operate always, 
certain circumstances actually modify it. The normal rule, for 
example, when demand for a commodity is liigh and supply 
insufficient, is that the price of the commodity tends to rise. 
Sometimes, however, this tendency is not Showed its full 
operation, as is seen in the case of houses in recent years. Though 
milhons of them have been erected in the last generation the 
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demand for houses to rent is far from satisfied and the scarcity 
should cause rents to be dearer. If every house, therefore, were 
rented at the figure it would “ fetch ” many more poor people 
would be homeless. Rents, however, are controlled to prevent 
this, and so here we see an economic law affecting supply and 
demand being legally and deliberately modified on humani- 
tarian and social grounds. 

Similarly, in war-time and in these days of reconstruction 
afterwards, when there are not enough of essential goods, 
clothing, and food, the share-out is controlled by rationing, so 
preventing prices from soaring, and many needy people having 
to do without basic necessities, a state of affairs which would 
eventually make the nation as a whole suffer. 

Thus economic laws, if very harmful socially, may deUberately 
be prevented from taking their normal course. 

When you take up a situation which is hkely to be your 
career for life your parents usually take into consideration many 
of the findings and recommendations mentioned in this chapter. 
They do not, as a rule, state them, but nevertheless, these economic 
factors influence all the conditions of the employment you enter. 
This is only another way of saying tliat while the study of 
Economics is a matter of bookwork and diought, the stuff of 
Economics is outside books; it is tlie warp and woof, the main 
texture of your after-school hfe; it is the macliinery and driving 
power of getting a hvingi 

FOR FURTHER STUDY AND DISCUSSION 

1. There is always room for a willing and intelligent boy in 
_ die Services. Make inquiries to show pay, conditions, and 
prospects. 
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2 . Whsi opj-oitimiuw arc tV.crc for pirh in "snch caiimc?- si 

ni;n;r!g: A patnpWct frcin t!ic Lihonr E’cciiange u-j’! 
give full infonnatioa. 

3. Find out Jiow die man in ovcmUt can pradiiaje to a post of 

rcspoiisibiiity Nvith better pay. No doubt the headmaster 
of the nearest Technical ScJiool can help yon. 

4. Compare the valnr- of preparation for a career thronph the 

following channels; 

a Technical Day Scliool; Technical Ea'cning Cl-tssci; a 
Yomh Club; tuition by correspondenee. 

а. Male a list of oraipatioiw of parenK of pupils and classify 

diem under tlie four divisions p,ivcn in iliis chapter. 

б. V/int ds'cs the p!n.v-c “ feciin'ty of teiuirc " mean? 

7 Why sio many old {nroplc of pmsissnablc age still continue 
avcrki'ip h.trpily? 

B. Find out why the printing .and r.c’.vsp3pcr industrirs pay 
compjfatrvely high svapci, 

^ .Mminp, shipping, and tortile mariufacturinp were deptesstd 
trades before die Fecond Ws'rld W.sr. Jdalc inquiries to 
discover the cau-rs of di'.;jr^s. Wliy have cojiditiom 
nnprovc'd sines the end of th.e W.nrr 
lf>. Giv,' insuners of the chance of fashion or tlir invention of 
nucl’.ir.cry camme. tennp-rary unemployment. 

51 ”Htpp;nc5S first, h-ahh ;:.*o::d. arid sscahh third/' W'lwt 
i; ) %o-,i thinh jh.ov.t this a is ire on iiving? 

12 '.Vf-.v is the numt'-er <'f candriate- for the Civil Servife 
rmdiyhichr 

5c. .Aj'-re i’t hcti'tid World War ilrert v. a* a ‘l:or;3j;e of 
wcrleei in tnatty irahnrriei and tKctrparrorsi, Wiiy? 
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14. Service in the Defence Forces may be a career but may also 

be a preparation for civilian life. Obtain particulars from 
the nearest recruiting office in support of this statement. 

15. Get a Hst of staff employed by the Health Committee under 

the Medical Officer of Health. Find out the qualifications, 
pay, and prospects of each member of the staff. 



Chapter HI 


GETTING THE GOODS 


Production. 

At the end of the term John Robinson came home with some 
of the useful and ornamental objects he had made in the handi- 
craft period. They were a pipe-rack, a comer table, and a 
portable book-shelf. He was rather proud of them, and he had 
reason to be so because they showed neat and careful workman- 
sltip. 

Now John’s Dad was a bit of a wag and he loved leg-pulling. 
At the same time, he was an adept at explaining things. 

“ You didn’t make those things, my lad,” he said, giving a 
wary wink to Mrs. Robinson. 

“ Oh yes, I did. Dad,” countered John. 

“ They’re very good, youngster, but I still say you didn’t make 
’em yourself. You couldn’t do it.” 

“ But 1 did. Father 1 You can ask our handwork teacher, Mr. 
Plank. He didn’t help me a bit after he’d passed the drawings 
that he expects us all to show before we begin a model.” 

Jolin was getting slightly irritated at what he drought was a 
bclittlement of his powers. “ I wouldn’t say I’d done ’em myself 
if I’d had any help,” he added. 

“ No, son, 1 know you wouldn’t. I’m only teasing you. But 
what I was trying to show you was that no one really creates 
anydiing; he only alters the place, or form, or shape of things.” 
He pointed to the pipe-rack. " In the form of rough wood. 
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pieces of wire for nails, and glue, this article is not very satis- 
factory. You worked on these materials, however, and the 
completed pipe-rack satisfies a desire.” 

“ I never thought of it that way,” admitted John. “ And now 
I want my tea, please, and I’m going to satisfy my desire for 
those rock buns.” 

“ Your sister made ’em at school,” said Mrs. Robinson. 

“ They, too, are materials so altered as to have greater utility 
than before Mary worked on them,” added Mr. Robinson. 
“ The change of form and shape has made them desirable and 
agreeable; at least Mary and her cookery mistress hope so. 
Every worker is adding to the utility of the things he helps to 
make.” 

At this moment John seemed more interested in his tea than 
in his father’s words, but the whole subject cropped up again in 
school the following day during a talk on careers. It was a class 
of boys and girls whose average age was just under fifteen. Some 
of tlie boys were going to work in the woodwork department 
of the local building company.’ 

“ You’ve been round the workshop with me,” said the 
teacher. “ What were the men doing ?” 

Explanations and descriptions came from the boys, and some 
showed keen powers of observation. One remark the teacher 
took up. 

“ I agree with you, Wilson. The work was a part of the 
production of houses. What do you mean by production ?” 

Various answers were given and they were pieced together, 
trimmed, and put on the board and in note-books in tliese words: 

“ Production is the alteration of things by man’s efforts so that 
they become useful and agreeable.” 

“ Production is devoted to the creation of utilities in objects so 

3 (0 619 ) 
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that they shall satis^ a want, so that they can be offeted for sale.” 

“ Yes,” said the master. “ You’ve put it well. The wood and 
glass for those window-frames and doors tvcrc of little use until 
Aey’d been shaped and fixed for the houses to be built. That 
shaping and fitting, much of which consisted of moving things 
to the place where they could be used, was a part of the pro- 
duction of a house, or of a poultry-shed.” 

“ Will I help in production when 1 go errands for the foreman 
in the joinery shop?” asked Peter Smith. 

“ Of course you will,” put in his twin sister in the same class. 
“ If you carry screws firom the store-room to the shop you’ll be 
adding to the utility and value of the doors of wliich they’ll be 
part. 

“ A good point, Joan,” said die teacher. “ Will you be 
engaged in production when you start work as a clerk in the 
electricity show-room ?" 

“ Yes, sir. My letters tvill add to the utility of the cookers 
offered for sale. They’ll be of greater use in a cottage kitchen 
than in a shop window.” 

“ Good !” The teacher was very encouraging. “ The market- 
gardener — as you’re going to be, Thomson — ^is helping in 
production when he transplants cauliflowers or tomatoes. So is 
the man who brings them to your door. Thousands of people 
may have a working share in the production of an article, and 
the moment it’s sold to the final consumer or customer, produc- 
tion ceases and consumption begins.” 

From Sheep to Gym Tunic. 

Another talk in the foUotving montli took up die theme of the 
lesson just reported. The teacher set the ball rolling. 

“ Let us trace Mary’s gym tunic or my suit from the beginning 
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right through to Mary or to me. What was the bcginnitig?” 

“ Sheep in Australia, or New Zealand, or on the Pennincs,’’ 
came from the class. 

“ Very likely,” agreed the master. “ Now tell me some of the 
operations leading from the sheep to the finished garments.” 

Answers from tlie pupils were: “ Shearing, sorting, cleaning, 
packing, transporting to the port; sliipping across tlie se.is; 
preparing documents, including insurance; customs; unloading; 
selling by auction in London; carrying by road or rail to Leeds 
or Bradford; spinning, weaving, dyeing, tailoring, selling.” 

“ Quite right. All this work has to be done before the garment 
can he worn. What about the many people who help to alter 
and move the articles? These operations give employment to 
many workers, all producers, and all having to be rewarded for 
their efforts. How much do you tliink a wool-shearer in 
Australia will get of my 200 shillings for a suit or out of the 
50 shillings paid for Mary’s blue serge gym tunic?” 

Figures were given by the class, but it was soon realized they 
were all guesses; no exact figure could be given. It was finally 
agreed that it would be very small for one garment, but from 
the money paid for the millions made and sold (someone has 
estimated that in London alone more than 5,000,000 suits are 
sold annually) all the producers would receive their due payment. 

Consumption. 

Consumption might be considered as the opposite of produc- 
tion, or perhaps, more correedy, as its complement; and the 
process of consumption may take a minute as when you eat an 
ice, or it may take two hundred years as in the case of a town 
hall which goes on being used for generations. 

The chief end and aim of every productive effort is to create 
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Utilities in things or services for use or consumption. Thus the 
baker and his assistants put forth efforts; tliey prepare the dough; 
they put it into the oven at the right temperature; they deliver 
the loaves so that tlie customers can consume them, literally and 
in the economic sense. 

So, too, many materials and services have been put into the 
production of this book, which will be in slow consumption 
when it gets into your classroom desk. 

Exchange of Services. 

What is the chief aim of the many individuals who have given 
these services? To some extent there is the joy and satisfaction 
that is won from putting forth efforts, from working, but on the 
whole these people do their work so as to acquire the money 
that will enable them to procure the services of others. The 
money would obviously be useless if it could not be exchanged 
for butter, and suits, and shoes, and cinema seats, a house, and 
the many other things that make life worth living. 

This idea of exchange is very important and repays longer 
consideration. People in your town or village go about dieir 
daily jobs to serve others and to receive services in turn. Mr. 
Lait, for example, is a master-dairyman. He leaves bottles of 
pasteurized milk at the houses of the cobbler, the teacher, the 
grocer, the chemist, the rate collector, the sanitary inspector, and 
many others. The money he collects for this service he (or his 
wife) spends at various shops — at the cobbler’s where his shoes 
are mended, at the tailor’s where his suit is made, and the 
chemist’s where he buys his pills. Some of it, too, goes into tlie 
pockets of those who give him direct services — the teacher, say, 
who teaches his children, or the sanitary inspector who visits his 
dairy. 



GETTING THE GOODS 


31 


If you trace the whole of the activities of men and women at 
work in your town or village, you will see that each worker is 
giving his services, so as to have the benefit of liis neighbours’ 
services in exchange. Neighbours in this connexion include 
those living near to one another in tlie same town or village 
and also many people at a distance. The Leeds multiple-tailor 
exchanges services with the Oldham cotton-spinner; the South 
Wales tinplate worker provides the Southampton seed-grower 
with temporary sheds, and uses Southampton-grown seeds on 
his allotment. The idea can be extended to cover the exchange 
of services between the New Zealand dairy-farmer and the 
Birmingham motor-worker, or a landlady at an Eastbourne 
boarding-house and a London policeman. 

Agents of Production. 

Here is an example of the different agents who co-operate in 
production. 

Jim Ledman, a plumber, Tom Clay, a bricklayer, and Sam 
Wood, a carpenter, Uved in the same street. They often worked 
together on the same buildings and frequently met for a chat 
and a game of bowls or darts after the day’s work was done. 
Their allotments were in the same enclosure, and as you will 
have noticed among amateur gardeners, they were not averse, 
occasionally, to having a yam during the intervals between one 
period of digging, or hoeing, and the next. 

Said Jim one evening during such an interval, “ I’ve been 
thinking.” 

“ Strange !” said Tom playfully. 

“ Let’s have the results of your cogitations,” Sam invited. 

“ Well, it’s this way. I’m tired of working for masters. I’d 
like to start on my own. I’ve helped to build dozens of houses 
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and garages, tsvo cinemas, a dinic, and a to^vn hall. And what 
have I got out of it all ?” 

“ You’ve made a living, and you’ve been lucky enough to 
lose no time dirough slack trade or illness,” said carpenter 
Sam. 

“ True,” admitted die thinker. “ But why shouldn’t I be my 
own boss — or at least one of a group of working partners, say 
die three of us. Frank Brush, my brother-in-law, is a painter. 
He might come in too.” 

“ Too much risk. Not enough capital. We might be idle for 
ss'ceks. We’re all right as we arc,” rejoined die others. 

Conversations, like die one reported, again and again occupied 
die attention of the small gathering, now four in number, 
because Brush was often with them. Many an evening diat 
summer was devoted to discussion, argument, and planning; 
and by the autumn plans for a partnership W'cre near completion. 

“ We’ll each put some of our savings in a common pool and 
we’ll rent that shed and yard for a store and workshop. We 
can’t pay for all our plant at once, hut we’ll borrow from the 
bank and friends. We’ll build houses if we get contracts. In any 
case, we’ll do Jobbing and repairing — and there’s a lot of war 
damage to put right. Look how tired-looking some houses look 
because diey need a coat or two of paint.” 

The shed and the land beside it were duly rented. Several 
small jobs came along, but because they had to get more ladders, 
a hand-truck, scaffold-poles, planks, nails, screws, hinges, and 
many other items needed by builders, the four men had a hard 
and anxious time makmg both ends meet. Remember they had 
to keep tliemselves and families all the time. With effort, however, 
the parmership gradually came tlirough its difficulties, and at last 
began to be known as a firm that was reliable, charging reason- 
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able prices, offering workmanship of liigh standard, and doing 
jobs on time. 

Tlicy erected a school canteen ready for use a fortnight before 
contract time, and they painted a row of Council houses, making 
a fair profit even though they were pounds less than a com- 
petitor when they offered, or tendered, to do the work stating 
price to be charged. Lcdm.in, Clay, and Company had, in 
fact, become a flourishing business. 

The whole of tliis venture might now be more closely exam- 
ined. What were tlie factors involved and in co-operation? 

(1) An agreed weekly amount w.is taken by each partner for 
his services, and wages were p-iid to other skilled craftsmen and 
labourers who worked for tlicm. 

(2) Land was rented, and materials and plant were bought 

(3) The bank and the friends svho lent money did not do it 
out of kindness; they expected and received interest payments 
for die services dicy rendered by lending capital. 

(4) In die second year of die venture the building of die 
canteen and other jobs gave die company a clear /]1000 profit. 
That was a reward for their org.nnization, dieir management, dieir 
enterprise, and for the risks they took in getting togcdicr all the 
items, material and human, that were combined to complete the 
various contracts. The partnership might have failed through 
bad management. Their reward for beginning well and taking 
the risks was die /^lOOO profit, much of which went back into 
the business to provide more equipment, more plant. Thus the 
cement-mixer and lorry dicy bought were wealth put by to 
make further wealdi, diat is, part of dieir capital. 

Four factors, then, were closely associated to produce die 
canteen, a piece of wealth. They were (1) labour, (2) Land, 
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(3) capital, (4) organization. Tbe providers of these were (1) the 
labourer, (2) the landlord, (3) the capitalist, (4) the organizer, 
and they received for what they provided, (1) wages, (2) rent, 
(3) interest, (4) profit = W.R.I.P. 

It may be clearer if stated in tabular form. 

1. LABOUR LABOURER who com- WAGES 

2. LAND Fo- LANDLORD J^duce RJENT 

3. CAPITAL by CAPITALIST wealth, jmd interest 

' to receive 

4. ORGANIZA- organizer asreveard PROFIT 

tion 

Note that land is classed by some as being a special form of 
capital, in whicit case our fist would contain only three factors 
of production. 

A Bottle of Aspirins. 

A lesson on this subjea has often been given, and you are 
invited now to imagine that yon are listening-in to the statements, 
questions, and answers heard in a classroom when one such lesson 
was taking place. 

Teacher: This bottle of tablets cost me a shilling. Who provided 
them? 

Pupils: The chemist — Boots. 

Teacher: Yes. I got it firom Boots, though I could have got it 
at Timothy White’s or from many another chemist’s shop. 
MiUions of aspirins are made and sold yearly. Where do all 
the s hillin gs go to? 

Pupils: To the shop-girl; to the chenaist; to pay for chemists 
and experiments at Nottingham; to pay for glass containers; 
to pay for the metal cap; the cost of the label; to pay for 
wrappings. 
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Teacher: Let’s put diose on the board. Are those all tliat die 
shillings pay for? 

Vtipils: No. They help to pay for rent of shops; expenses at 
chief laboratory; for transport; for insurance; for heating 
and cleaning shops and factory. 

Teacher: True. But what about die tablets ? 

Pupils: The shillings pay for the drugs ; for die wages of chemists 
and shop assistants; for chemicals and apparatus to maintain 
purity. 

Teacher: The shilling for aspirins seems to do quite a lot. If 
there’s anything over what is it called ? 

Pupils: Profit; gain. 

Teacher: Who gets it? 

Pupils: The owner of the chemist’s shop; Boots; the share- 
holders. 

Teacher: Who else gets somediing of the shilling ? 

Pupils: Shop assistants, managers, chemists, errand boys, cleaners. 

Teacher: What about the owner of the shop premises? 

Pupil: The landlord — ^he gets rent. 

Teacher: Now the shareholders — ^what about them? What do 
they do? 

Pupils: They invest or lend money. The banks may lend some too. 

Teacher: What was bought with this money lent? 

Pupils: Counters, chemicals, drugs, botdes, equipment, stock, 
glass cases. 

Teacher: What name is given to equipment and stock of this 
kind which helps to make an income, helps to make more 
wealth? 
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Pupils: Capital. 

Teacher: What is the owner of capital called? 

Pupils: Capitalist. 

Teacher: What reward docs he get for the loan of hb capital? 

Pupils: Interest, as widi National Savings. 

Teacher: Now tlic last item. The management seeks to make a 
profit from suppKdng aspirins to die public. Risks arc taken 
in estimating what amount die public vvdll buy. The reward 
for good organization or management of labour, land, and 
capital is profit. 

After expenses arc met, dicrcfore, and replacements of goods 
sold arc made, the proceeds of our botdc of .aspirins arc 
Wages, Rent, Interest, Profit — W.R.I.P. for short. Another 
way of putting it is to say that the ingredients of price arc 
W.R.I.P. payments. 

Try to avork out a similar scheme of W.R.I.P. in regard 
to a football jersey or a hockey-stick. 


FOR FURTHER STUDY AND DISCUSSION 

1. The comer-shop grocer, running a one-man business, may 

be labourer, landlord, capitaUst, and organizer all in one 
person, himself. Exemplify by reference to a shop you 
know. 

2. Lipton, Woolworth, and Marks and Spencer have branches 

in most large towns. Why do diey usually do well ? 

3. Some shops hold special spring and/or autumn sales. 

Why? 
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4. Mass-produced suits arc generally cheaper than those made 

by small tailoring firms. Why ? 

5. What is a monopoly? Give examples in y'our town or 

nearby town. Docs a monopoly always pay tlie owners? 

6. Compare time wages with piecework payment. 

7. Make inquiries concerning (<j) minimum wages, (b) tlic 

regulation of the number of apprentices, (r) cost-of-living 
figures, (d) over-time rates, (e) paid holidays, (/) black 
market, (s) food subsidies, (/i) utility goods, (i) controlled 
prices. 

8. Your savings will become capital, i,c. wcaltli devoted to 

making furdicr wcaltli. Explain tliis when your savings 
are with a Building Society, or in National Savings 
Certificates, or in die Post Office, or in Co-operarive 
Society shares, or lent to an older brother starting a litdc 
business of liis own. 

9. If a newly established bank or building society offered to 

pay 8% on money lent, lenders would be in danger of 
losing their money. Why ? 

10. “ Nodiing can be achieved without die profit motive.” 

Give instances to show diat diere are exceptions to die 
truth of diis statement. 

11. “ Good service and satisfied customers will mean satisfactory 

profits.” Comment. 

12. How docs a municipal (or state) concern dispose of its 

profits ? What about a loss ? 

13. Is a novelist or a poet a producer? 

14. What arc death duties ? What is their effect on huge amounts 

left by millionaires ? 
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15. Do one of the following: 

(rt) “ Labour-power is the working-man’s only capital.” 
Discuss. 

(fc) List in columns the pros and cons of specialization to 
(i) workers, (ii) employers, (iii) the nation generally. 

(c) Find out what you can about mass production of can 
at Ford’s at Dagenham and elsewhere. 
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It is possible for him to advertise in a local paper, and so make 
die exchange he seeks, but what 'will probably happen is that he 
will sell his machine for, say, then go down to the second- 
hand shop he knows and pay his ^5 for the home cinema 
displayed in the window, a display diat first made liim want to 
have the apparatus. 

Money as a Medium of Exchange. 

Now take another case of exchange. Mr. Pike, the fish- 
hawker, buys a load of herring and pays 30s. for them. The 
hire of his barrow costs 2s. 6if. Through street after street he 
calls out his wares: “ Herring, sixpence a pound !” By noon he 
has been fortunate enough to sell nearly all, and in his pockets are 
scores of fishy coins. He sells the last few at reduced rates and 
takes six home for tea. 

Mrs. Pike meets him at the door, and while she is preparing 
a meal he washes himself and his takings and then counts up — 
£,A. 2s. 61 

“ Here y’are, missus,” he says proudly. “ Twenty-five shillings 
for the house; half a crown for me; the test for to-morrow’s 
buying in of more fish to sell. And I’m thinking of putting 
away a few shillings to get a bit of capital, a barrow all my own.” 

Mr. Pike’s half-crown helps to pay for some cigarettes at a 
shop to whose owner he sold fish earlier in the day. Meanwhile, 
Mrs. Pike visits several shops and makes purchases with the 
money her husband has obtained for the fish he sold. While 
they are having supper, Mr. Pike, being a thoughtful fellow— 
perhaps he has listened to wireless talks and has learned to 
examine many of the ordinary happenings of his life with a 
more penetrating eye — holds forth like this; 

“ D you see what happened to-day ? My herrings were 
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exchanged for a quarter of tea, two pounds of sugar, some 
sausages, onions and ten cigarettes; also some mending wool. 
There was no trouble in making this c.xchangc because money 
made it easy for me to give odicrs tlie benefit of my fresh fish 
tlirougli my work as a salesman, and for us as buyen to obtain 
die food and wool.” 

Smart fish-hawker, isn’t he? 

What he is really saying is that money acts as a smoodiing 
means so that exchanges of goods and services can be made. It 
is money diat makes it possible for most of the business of life 
to be carried on, not only between people in die same towm or 
village, but betsveen disunt towns and countries. So you saw 
in a previous ch.aptcr how people arc dependent on one another, 
how the work of the warehouseman in London, the miner in 
Scodand, the printer in Cardifl', and many others arc intcr- 
conneaed and interdependent; how die complicated machinery 
of producing goods and services is kept in morion to satisfy wants. 

The oil that keeps the machincr)’ going with a minimum of 
friction is viPiicy. 

“ The love of money is the root of all evil ”, you may be 
told, and it is tnic that to some people it is the cause of much 
distress; certainly die lack of it can be very distressing. You 
will see, however, that money is not sought by norm.aI people 
for its own sake but bccaiusc it is the means of obuining odier 
things; .and that it is because prices arc alwaj-s in money that 
the value of an article or service can be compared with anodicr. 

Suppose your father, a plumber, gets 30s. a day as wages. 
When he pays c.xactly that amount for trousers for you, he has, 
in effect, paid a day’s wages for die garment. The value of a 
day’s plumbing service is cqiwl to die value of die trousers, and 
money lus been the means for comparing these two values. 
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Cabbages for Shoes. 

Mr. Hortus, the market-gardener, goes dovm to his cabbage- 
plot to find how many are ready for pulling. He loads up eighty, 
and just as he is driving off, his wife calls out: 

“ Are you going past Leather’s boot-shop ?” 

“ Yes, when I’ve got rid of these greens. What do you want 
me to do? Fetch something back?” 

“ A pair of shoes for Sam, size two.” 

“ I’ll try to remember,” Mr. Hortus replied. 

“ I know what your memory is when you go my errands. It’s 
a forgetry, not a memory,” chaffed the lady. “ I’ve written it 
down on this envelope. Put it in your wallet.” 

Before putting away the envelope safely, he read, “ Shoes, 
black, rubber soles and heels, size two.” 

He received 25s. from his shopkeeper-customers for his 
cabbages and then bought the shoes. He made other sales, too. 

The value of the eighty cabbages and the value of a pair of 
shoes each came to 25s. The money made the exchange easy. 
Money is a medium of exchange, and with its help values of 
objects can be measured, and each party to the exchange gets 
the satisfaction he desires. 

• 

Money as a Standard for Deferred Payments. 

Mr. Tom Brown has been at last persuaded by his wife to go 
out and buy himself a new suit. On the way to the main street 
he meets his brodier Jim. 

“ Hello, Tom, where ate you off to?” 

‘‘ Going for a new suit. The wife’s been at me for months to 
get one. She says my best is now only fit for week-day wear. 
And she’s right.” 
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“ Where are you going to get it? How much?” 

” I’m paying about ^9 at Burton’s or Willerby’s.” 

Now Jim’s wife had been ill for some time and had been 
recommended to go away soon, and they just could not afford it. 

" I wonder whether you could put off getting the outfit,” 
suggested Jim. “ Doctor says the wife would fully recover if 
she had a holiday now. It can be provided free but extras’ll cost 
about ^9. Would you lend me the cash for a few months ? I’ll 
pay back when I get my Christmas bonus.” 

“ Certainly, Jim,” heartily agreed Tom. “ Burton’s won’t 
run away, and I’ll be able to get the same sort of suit for the 
new year.” 

Both brothers know that, in normal times, the money will be 
constant in value and will buy approximately the same number 
of things now as later on. In this sense money is a standard 
for deferred payments, or a store of value. This virtue does not 
always operate, of course. Prices may change slowly or suddenly, 
as you will have noticed when too many plums or peas come to 
the market and they are sold off cheaply. Again, you will 
remember that during 1950-51, when there was war in Korea, 
prices of nearly all necessary and luxury goods and services took 
an upward surge. Almost weekly the shopkeepers had to say, 
“ It’s gone up,” and it was not because they were trying to get 
extra profits. As a result there was grumbling and discontent 
among the workers who asked for and were granted pay in- 
creases. Even so, they found that with more money they could 
buy less than in previous years; money was certainly not con- 
stant in value during this period. Generally, however, money 
keeps the same value for long periods and changes usually are 
slow. 

You sometimes hear of eccentric persons who look upon coins 
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as a Store of value to be put under floor-boarding, or under 
mattresses, or in an old stocking. Such miserly hoarding is 
foolish. Later you will be invited to discuss the pros and cons of 
such a practice. 

Kinds of Money. 

Money has taken various forms at different times, and no 
doubt you have heard of cowrie shells, cattle, and various 
substances performing the functions of money. What materials 
or means perform the functions of money in the world to-day ? 
Gold (formerly), silver, copper, and nickel coins; postal orden, 
money orders, and stamps; banknotes; cheques. Some of these 
are money, and some are not, but they all act as money. Thus 
a cheque is not money in the strictest sense, but in almost every 
case where it is used it is accepted as a means of payment 

The Effect of Supply and Demand on Prices. 

Strawberries in July cost 2s. Q. per lb.; at Christmas time 
they fetch from 15s. to ^1. Apples sell at as Uttle as 2d. per lb. 
at Wareham market near to many orchards; in London similar 
apples on the same day cost Sd. In 1947 a six-roomed house in 
Hastings sold for ,02200. The same house was bought in 1931 
fo>^ jCflOO'i Rird in the same year a house built to the same 
specifications cost ^625 in Manchester. 

These are some of the ways in which the price level 
of goods and services may change suddenly or gradually and 
may vary from place to place and from time to time. The 
reasons for these fluctuations are easily understood in many cases 
and arc nearly all governed by the relationsliip between supply 
and demand. We can see this clearly if we examine the subject 
from every angle. 
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1. (fl) When demand increases {exceeds supply). 

When supply decreases {falls short of demand), 

There arc many examples of this that can be quoted. If, 
for instance, a plant disease attacked all the rubber trees in Asia, 
less rubber would be produced and the supply would fall 
short of demand. Consequently the price of tyres would rise 
because rubber would acquire a scarcity value unless a suitable 
substitute for it could be found. 

Another example of tliis kind of thing was made plain 
during a housing boom when there was a great demand for 
bricklayers, who, then, realizing their scarcity value, asked for 
and obtained more pay. Again, when Britain increased its 
rearmament speed in 1938 there was a shortage of skilled 
metal-workers which resulted in higher pay being given to 
this class of worker. So, too, early in 1939 housebuilders 
found that timber had become dearer because tire Government 
was buying huge quantities for the erection of army huts to 
shelter the men called up under Military Service Acts and so 
making the supply available to housebuilders less. 

The price of rare stamps is yet another illustration. Stamp- 
collectors are increasing in number and the supply of rare 
stamps to go round them ail is decreasing witli a consequent 
rise in prices. 

Sometimes an artificial shortage of supply is even created 
in order to make prices rise according to this rule of supply 
and demand. Thus, when rubber was produced in such large 
quantities as to cause a fall in prices and a consequent dis- 
appearance of profits, the growers agreed among themselves 
to restrict tlic amount offered for sale and the prices rose 
accordingly. 


I prices rise. 
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(b) When demand decreases {falls short of supply), 

When supply increases {exceeds demand). 

Because in a sunny English summer outdoor tomatOM do 
well and arc almost more than consumers require, they can be 
bought in die soudicm counties for less than Is. per lb. in 
September. 

Again, when there is a glut of lettuce on the market, the 
pnee falls rapidly, whereas when supplies arc very short the 
tendency is for prices to rise rapidly. 

This same trend in die fall of prices is seen too in the ease 
of ostrich fcadicrs. When it was the fashion to wear these 
dicy sold at good prices. Few people use them nowadays, 
however, and dieir price has fallen accordingly. So also with 
tea. In the early Victorian days this was not die popular 
beverage it is to-day because the supply was small and con- 
sequendy the price made it prohibitive to die majority of 
people. Now, because plantations in India, Ceylon, China, and 
the East Indies send plentiful supplies, prices have fallen and tea 
is found in every household. 



2. (a) When prices increase, the supply increases. 

During a recent bad summer die price of tomatoes rose to 
3s. pet lb. The growers then did everything possible to 
rush more to the shops and so take advantage of the high 
prices. 

(b) When prices decrease, the supply decreases. 

When cabbages arc so plentiful that they fetch only 2d. each, 
the market-gardener may sec litde inducement to lifting his 
crop. 
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^3. (a) When prices increase, the demand decreases. 

In winter, flowers grown in hot-houses or flown firom 
warmer climates are available at prices far beyond those asked 
in summer months when flowers grow in abundance under 
natural conditions in this country. The result is that the 
demand for these high-priced flowers is very low. 

(h) When prices deaease, the demand increases. 

During the summer months when lettuces are plentiful and 
cheap, people buy them frequently and have salads at many 
of their meals. 

These rules or laws of supply and demand operate in most 
instances of buying and seUing, but occasionally forces may be 
brought to bear to prevent them taking their course. Thus the 
government enforces minimum wages for agricultural workers, 
and men and women who are masters of various crafts and 
skills. Also the rent chargeable for most dweUing houses is 
controlled or restricted in spite of the increasing demand for 
them which should increase the rents. So we see that while 
supply and demand are usually effective to value an article or 
service, in other words to give its price in money, deUberate 
interference with the complete results of these rules or laws may 
be observed. 

Rationing. 

Rationing, that is, a fair sharing out, during and since the 
Second World War, shows how the Government finds it advis- 
able to interfere with supply and demand for the nation s welfare. 
There is not enough bacon, for example, to give you as much 
as you would like, so you have to make do with less. You are 
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not allowed to obtain more simply by paying a liiglicr price for 
it and so keeping it from someone who could not afford it at 
tliat price. Tins is what would happen if bacon and certain other 
items of food were not rationed, for, demand being greater than 
supply, prices would rise. Many who could not ilicn afford to 
buy avould liavc to do without, with tlic result that tlic 
nation’s health would suffer and tlicre would be great dis- 
content. 

A discussion on this subject of rationing, and with it of 
controls, priorities, and so on, would interest you all because 
it affects you all. Make a list of die goods and -ncriwtics which 
are still affected in any w.ay by a system of control; then esti- 
mate what would happen if all controls were to be done 
aw.ay with. How would die dc-control of butter and margarine, 
for example, affect a farm labourer with three children, and 
how would it affect an old pensioned couple? Why not trust 
shopkeepen and customers to share out die goods fairly 
amongst dicmsclvcs and so do away wnth ration books and 
die staffs who maintain them ? Why docs house-building have 
priority over cinema-building? There arc many such questions 
you can ask youtsclves and have a lively time finding the 
answers. 

Subsidies. 

To make certain that some essential foods such as bread, sugar, 
and fats should be sufficiendy chc.ap for ever)' family to be able 
to buy them, the state pays part of die cost by a subsidy whidi 
conies from taxes paid by rich and poor. The shop price to 
customers is thus kept low. When taxes and trade arc not 
enough to pay for food losses, temporary loans from richer 
countries have to be obtained. 
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FOR FURTHER STUDY AND DISCUSSION 

1. Try to estimate the possible results of the following sup- 

positions: 

(a) If typewriters cost each. 

(t) If bread cost 3s. a loaf. 

(c) If no foreign eggs were imported. 

(d) If smoking were made illegal. 

(e) If every household had a kitchen garden. 

(/) If petrol were as cheap as water. 

(g) If an oil-well gushed a mile from school. 

(/») If gold were found in paying amounts near your 
home. 

(i) If atomic energy for all could be available next year. 
(J) If Britain’s population dropped to twenty million. 

2. How does bidding at an auction sale exemplify the interplay 

of supply and demand? 

3. The silver in a silver coin is not worth the amount marked 

on it. The coin is a token. Explain. 

4. Why does gold cost so much? 

5. An official piece of paper called a pound note is readily 

accepted in payment for goods. The paper itself is almost 
valueless. (You will need to exaim’ne the ideas behind the 
term credit.) Discuss. 

6. If it were not for the sale of by-products, gas would be 

much dearer. Why? 

7. Keep a record of the price of tomatoes on the 1st and 15th 

of each month. Explain the changes that take place, and 
note when none at all are for sale. 
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8. Write a sentence about each of the follotving: 

priority; building licences; coal allocation; sweet 
ration; egg allocation. 

9. You used to be charged a florin for a bottle of medicine 

that consisted mostly of w’ater. The net charge to the 
chemist was therefore very low, yet the charge was a fair 
one. Comment 

10. Why are second-hand novels usually cheap? 

or 

Why is hoarding wasteful to the hoarder and to the com- 
munity'? 



Chapter V 


WHY PAY TAXES? 

'The Budget. 

You have seen the heading above and reminded yourself diat 
this topic was discussed at home last April. Before the six o’clock 
news Mother probably said; “ I wonder what they’ll put a tax 
on, or what tliey’ll take the tax off!” Father, no doubt, won- 
dered whether he would have to pay more for his beer and 
tobacco; and your big brother, who had just bought a second- 
hand motor-bike, hoped the Government would not increase 
the price of petrol or licences. None of this, however, seemed 
important to you until the eleven o’clock lesson at school when 
Mr. Hall, the headmaster, started asking questions. You remem- 
ber he began like this; 

“ Who heard the six o’clock news last night ?” 

Nearly every hand went up. 

“ What was the main item in the news ?” 

Every pupil knew — the Budget. 

“ What is the Budget?” 

Several answers were given, many of them quite satisfactory, 
like, these; 

“The Budget is a statement about money made by the 
Chancellor of die Exchequer in the House of Commons every 
year.” 

“ The Budget is the nation’s balance sheet showing what was 
spent last year and what’s to be spent next year.” 

51 
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“ The Budget tells what is to be spent and how the nation 
will get tlie money.” 

“ Quite sensible answers,” said Mr. Hall encouragingly, but 
we want to be more exact, and ” 

“ 1 know, sir,” interrupted Mar)' Roberts. “ Let’s look it up 
in a dictionary.” 

“ Good idea. Mar)'. Do it, and read it out to all of us.’ 

Mary read: “ ‘ Budget. From French, bougette, diminutive of 
bouge, a wallet, Latin, bttiga, a bag; a small leather bag or the 
contents of such a bag; a collection of news; an estimate of 
receipts and expenditure, especially die annual financial state- 
ment of die Chancellor of the Exchequer in die House of 
Commons.’ ” 

“ Yes. It’s the last part of diat statement from ‘ an estimate ’ 
that we are chiefly concerned ividi,” the master exclaimed. 
“ Now let us examine it in a litdc more detail. In recent budgets 
the Chancellor has made his statements in diree parts. Can you 
tell me what they are?” 

After some discussion the class arrived at the following 
answers to the question and the master wrote diem on the 
blackboard. 

(а) A survey, a weighing-up of how the country is doing, and 
what the prospects are in die struggle for recovery after 
the war years. 

(б) What happened financially in the year just closed; a 
statement of revenue and expenditure of die year just past. 

(c) An estimate of the expenditure for die coming year and the 
revenue required to meet it; a statement of die Chancellor’s 
proposals as to the taxes to be levied to raise the revenue. 

The class made a note about the three parts of the Budget 
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Speech and then one of tlie boys asked; “ Supposing they 
overspent last year?” 

“ Well, die Budget hasn’t balanced. There’s been a defidt, 
and the Chancellor has to explain it, and to say how the differ- 
ence is to be made good. If dicre’s something over, a surplus, 
he explains where this is to be allocated. There’s enough 
money owing — the National Debt — to use up any unexpected 
millions. 

“ Now, tell me,” the master went on. “ What does the 
Chancellor want such a lot of money for ?” 

The answers were many and showed that die previous lessons 
about the government of the country had been well understood 
and remembered. The answers were put on the board and then 
copied into die pupils’ note-books. Tliis is a copy of part of Mary 
Roberts’ pages about die Budget. 

What the Chancellor wants money for. 

1. To pay for die expenses of the National Debt. 

(Interest on money borrowed by the Government; pay- 
ment of clerks and accountants who keep the books that 
record die particulars of die Debt.) 

2. To pay for defence. 

(Army, Navy, Air Force, and Civil Defence.) 

3. To pay for education. 

4. To pay for social services. 

(National Assistance, National Health Service, pensions.) 

5. To pay for help to trade, industries, and agriculture. 

6. To pay for die collection of taxes. 

(Salaries of tax-collectors, office premises, stationery.) 
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7. To pay for help to local government. 

(Grants to councils for housing, police, education, roads, 
hcaltli services, and so on.) 

8. To pay for running die Government. 

(Payment of Cabinet Ministers, Members of Parliament, 
the Civil Service.) 

Taxes, Direct and Indirect. 

The next lesson continued die story of the Budget 
“ Now that you know what is done with the money, how 
does the Chancellor get it?” asked Mr. Hall. 

“ From taxes,” was the answer. 

“ Yes, mosdy from taxes. What is a tax?” 

“ This is what the dictionary says,” called out a boy. “ ‘ A 
tax is a compulsory contribution taken from persons, property- 
owners or business proprictore to meet government expenses.’ ” 
“ Yes. Make a note of that. Now let’s make a list of some of 
the taxes we know. I’U give you five minutes to list as many as 
you can. Go !” 

There was silence while some pupils began writing busily and 
others sat frowning and thinking hard. 

“ Time’s up. Who’s got more than a dozen?” 

No one had. 

“ We’ll hear what you have, anyway. What arc yours, Joan 
Baker? Now yours, Ellis? And yours, Jim? Very good. 
We’ll put them on the board, thus: 

“ Income tax; purchase tax; entertainment tax; death duties; 
duties on beer, spirits, tea, tobacco, petrol; licences; stamps 
on documents; import duties. 

” Quite a good list !” said Mr. Hall. " Let’s see now if we 
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can discover sometliing more about them all — who pays diem, 
how they are collected, and so on.” 

The class now entered fully into the discussion and they found 
that taxes might be classified as direct or indirect. 

“ What’s die difference ?” was the next question. 

Several suggestions were made, many books, especially 
dictionaries were consulted, and finally they were satisfied with 
the following explanation which they wrote down in their 
note-books: 

" Direct taxes: payments made to the Government by the 
very person who has to pay. Examples are income tax, a 
stamp on a receipt, death duties.” 

“ Indirect taxes: payments made with the purchase price of the 
article taxed. Examples are tobacco duty, purchase tax, and 
entertainments tax.” 

“ Now before we go on,” said the master, seeing that time 
was nearly up, “ I want to make sure that we’re all clear about 
what has been said. Has anyone a question to ask ?” 

There was a long pause; then Tom Welsh, usually the quiet 
one of the class, put this problem: “ I was listening to my father 
talking this over last night with two friends on the allotment. 
They were using the words duties and customs and other words 
that seemed to me to mean the same as tax. Is that the 
case?” 

“ Yes. A duty is only another name for a tax,” explained the 
master. “ Goods on arrival here from abroad are examined by 
■ a customs officer and an import tax or a customs duty is probably 
payable. Excise taxes or dudes have to be paid on certain goods 
such as beer, wines, and artificial silk made in this country. Now 
any other query?” 
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Yes, Sir. Doesn’t the Chancellor of the Exchequer get 
money any otlier way than by taxes?” 

A very good question. Who'll try to answer it?” 

Replies, all of them sensible and quite accurate, came from 
various members of the class. 

'* The Government borrows money.” 

There arc profits from the selling and letting of lands and 
buiidmgs owned by the Government.” 

“Some of tlie pro6ts from the Post Office arc used by the 
CiianccIIor of tlic Exchequer.** 

1 Government gets profits from some of its investments 

tW iXt ? ' “ P””' '>“■ f* 

W .Sid P"P'' ““'a pay„n. 

by a»d,„g ,o buy good, bdMy axed. 
thought Tut h d ^ 

Mr. Hdl gor W, Z „ Zl ZJ”" ““«™- «■> 

ha » fS’ZSl.r' f *' ““P "1““. >>« ha mus, 

^ Ha haa d.a» 
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(c) He ought not to collect more monc)’ than he really needs. 
(Exception — when goods are in short supply and he 
wants to encourage less spending and more saving.) 

{h) He must see that tliosc who can afford to pay more tlian 
others, do so. 

(Taxation where it hurts die payer ic.ast is ideal, c.g. 
football pools tax.) 

(c) He must impose taxation in such a way that collection is 
not expensive. 

(P.A.Y.E., die system whereby the employer is respon- 
sible for making income-tax deductions from wages, is 
an example here.) 

In spite of these rules no scheme of taxation has been devised 
wliicli makes certain diat absolute fairness is accorded to all 
taxpayers. 

Generally, it can be said widi trudi that direct taxes arc im- 
posed in accordance with the various taxpayers’ ability to pay, 
so diat a married man with two children may have litdc to pay 
in income tax on a salary of ^ while a person 

widi j(j5000 a year has to pay a big fraction of his income. 
Indeed direct income-tax deductions arc so graded diat a very 
rich man may have to pay more than half his income each 
year. 

It cannot truly be said, however, diat indirect taxation is so 
fairly imposed. An artisan widi indirect taxes to pay on clodies, 
tea, tobacco, beer, and odicr items pays a greater fraction of his 
income as taxes dian liis wealthy neighbour. Again, a bachelor 
with only himself to feed and clothe, p.iys less proportionately 
in indirect taxation dian his married brother who is a family 
man with ^8 a week, for diough the latter may pay nodiing 
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in direct income tax, tlic tax he has to pay is hidden in many 
of his purchases, 

“ Wiiich tax is most disliked?” 

If you put tliat question to a number of people, the man who 
likes a lot of beer or does much smoking will give an obvious 
answer. Anotlier may grumble about dcatli duties and be 
checked by an unsympatlietic reply: “ Tlic man who has to 
pay death duties hasn’t much to grumble about. He shouldn't 
be put out because he has to pay away some of wliat has been 
left to him, and for which he hasn’t worked.” There may be 
sense in tins argument but at the same time it is natural that 
some sorrow should be felt when an estate, consisting of an an- 
cestral home, farmlands, parks, and beauty spots — all part of 
Britain’s heritage — has to be broken up and sold piecemeal in 
order to pay heavy death duties. 

The fact is that no tax %vill please everybody. English people 
grumble about all taxes, but they pay up. In their heart of hearts 
they know this paying up is their duty. They know that the 
state by its services enables individuals in the community to 
make a living and to live as full a life, and consequently as happy 
ahfc, as circumstances permit, and that in order to be in a posi- 
tion to offer these services die state must find money ; hence the 
need for taxation which is a compulsory deduction from the 
wealth of the tax-payer. 

The Chancellor of the Exchequer would, of course, be delighted 
to hear of a tax which would give him a good return and which 
might be an addition to (or a substitute for) one displeasing to 
many people. Every year thousands of people send him sug- 
gestions for improving his Budget. Have you any ideas that 
might help ? 
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FOR FURTHER STUDY AND DISCUSSION 

1. Find out what you can about a municipal budget. 

2. “ I pay no income tax. I wish I had to.” “ I do wish I had 

to pay surtax.” “ I’m not working any more overtime 
because I’ve to pay so much income tax on what I earn.” 
"Which of diese three would you favour if you were the 
person speaking ? 

3. What income is considered “ unearned ” ? Why is the tax 

on it at a lugher rate than on “ earned ” income? 

4. "The wealth collected in tlie form of taxes is distributed 

through Government expenditure.” Find out what you 
can about the truth or otherwise of this statement. 

5. Lever, Ford, Nuffield, Carnegie, Rockefeller, Vanderbilt, 

and Ellerman and other self-made millionaires found 
work for millions. How did these famous men benefit 
mankind ? Did they do any harm ? 

6. Why reduce taxation payable by the father of a large family ? 

7. “ Take taxes off necessities like clothes and some food, and 

increase it on luxuries like tobacco, intoxicants, gambling, 
and entertainment.” What do you think ? 

8. Write short notes on (a) import duties, (b) excise, (c) sub- 

sidies to farmers, (d) petrol tax, (e) untaxed home-grown 
tobacco. 

9. What would be the result if tlie Government suspended 

interest payment on loans for a year ? 

10. Should cats and pedal cycles be taxed? 

or 

Why do many people refirain from using their cars from 
October to April ? 

5 
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Chapter VI 


COMPANY LIMITED 

Messrs. Ledman, Clay, & Wood, Ltd. 

Messrs. Ledman, Clay, & Wood (see Chapter III) went into 
business as builders. They started with a certain amount of 
money, and before long that was expended on scaffold poles, 
ladders, barrows, shovels, office equipment, and the many other 
items of wealth wliich were to produce further wealth for the 
three parmers. Their money became their initial capital. It was 
spent on equipment which became money’s worth, capital in 
another form. 

They prospered. Every job they undertook soon led to more , 
contracts, and the time came when they thought they might 
risk launclring out on a bigger scale. They knew that more 
schools were planned for the neighbourhood and they saw 
possible profits in building Council houses and other property'. 

“ We want to do all our owm electrical work,” said Ledman. 
“We’U have a special department for tliat. And %vhy should 
we get other firms to make roads for us when we ought to do 
tire work ourselves?” 

“ It’ll mean we’ll have to get more equipment, and more 
land for a bigger yard,” added Wood. “ And we must have 
more ready money by us to keep the business going from day 
to day.” 

These were some of the suggestions made in the course of 
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their conferences. Finally tliey arrived at the decision diat they 
would need at least ^^15,000 for expansion. They calculated, 
in view of their recent progress, that they would probably make 
satisfactory profits. It meant risks, but not blind ones. They 
were prepared to make the venture with quite an amount of 
confidence. 

Mr. Clay, the bricklayer, was the most cautious of the three 
men. “ Let the whole idea simmer in our minds,” he insisted. 
“ Meanwliile we’ll all make discreet inquiries.” 

“ What about?” asked Lcdman. 

“ Well — where to pick up some building tackle to be sold by 
the War Office; when tenders for die schools and clinics are 
wanted; how to get die extra capital required.” 

A fortnight later, the diree went into conference ag.ain. Each 
had been pursuing investigations, and they were now determined 
to go ahead and tackle the problems involved. 

“ This is what I recommend,” said Lcdman. “ We want, I 
estimate, ;^15,000. I’ve seen Timson, die bank manager. He 
can, and will, do nothing, except give liis advice.” 

“ What does he advise ?” was die carpenter’s question. 

“ Why won’t die bank lend die money ?” die bricklayer 
asked. 

I’ll answer both of you — in turn. He advises us to form a 
limited company. The bank won’t lend die funds because 
Timson says the risks of losing die bank’s money is greater than 
banks are accustomed to take. They want security in case we 
can’t pay principal and interest. Our word and signatures aren’t 
enough.” 

“ So that’s that!” said Mr. Wood. “ Don’t we need a lawyer 
to help us ?” 

“ Yes. Timson recommended me to see Mr. Wiggon, of 
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Wiggon and Wiggon, the solicitors, at 97 Market Lane.” 
Ledman seemed ready ssntli all tire answers. 

So the tliree men formed a public limited company. People 
who lent them money became shareholders, holding Ordinarj' 
shares. The most any shareholder was likely to lose was limited 
to for each share he bought. Mr.Wiggon made sure that 
all arrangements were strictly according to law. 

The three craftsmen blossomed out as company directors, each 
with ^,(^2000 in shares in the new building firm — “ The Reliance 
Building Co., Ltd.” Mr. Brush, tlie painter, accepted a position 
as travelling supervisor of work in hand. The plumber was 
made chairman and managing director because of liis ability to 
make a good job of many duties — ordering goods, interviewing, 
and, of course, plumbing, though it was realized that he would 
be too busy wtith his administrative duties to handle many tools. 
The carpenter was elected vice-chairman, and die ' bricklayer 
became scaetary, though most of the actual clerical work was 
done by a typist, an office boy, and a cliicf clerk who had 
previous experience in a builder s office. 

All additional capital required was subscribed by the public in 
Ordinary shares, and an examination of die register of share- 
holders revealed diat the company svas a local one with local 
proprietors, and doing local work. 

If you, therefore, ever have an idea likely to be profitable, 
and if you can get people to have faith in your idea, you, too, 
might one day consider the formation of a private or public 
limited company. The former gets its capital from a few people, 
often related to one another, or friends; in the case of the latter 
the public are invited by advertisement to become shareholders 
in a public limited company. Examples of the second are die 
Decca Record Company, Limited, and Budin’s Holiday Camp. 
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You never know; some day you might invent some gadget or 
machine, whicli if developed and put on die market, might 
make you a fortune. 

First Year’s Report. 

A year later a meeting of the shareholders of tlic Reliance 
Building Co., Ltd., was held — tliirty present out of many 
hundreds on the roll. A number of days previously they had 
been given possession of die audited balance-sheet and diey were 
now waiting for the chairman’s remarks. The gist of his speech, 
without full details, was as follows: 

“ We’ve made quite sarisfactory profits during our first year, 
but we’re not recommending any dividends, that is, payments 
to shareholders. We’re going to be cautious and put back all our 
surplus into the business to make us financially safer and stronger. 
That ^vill give us full advantage in buying materials so that we 
can give maximum value to our clients. We’ve built houses to 
let and houses to sell, and we’ve evidence from repeat orders 
that we’ve given satisfaction. 

"We may be speculative builders — every business must be 
speculative because it’s got to make calculations concerning such 
factors as prices, the weather, and possible accidents — but we’re 
not jerry-builders. As practical builders die managers of your 
company know that shoddy work is neither honest, nor in the 
long run, profitable. We aim to m.akc diis business a happy 
business — for our clients, our workers, and our shareholders.’’ 

Questions from those present were satisfactorily answered, 
and various proposals and recommendations were endorsed by 
the meeting. Votes of thanks marked die end of the gadiering. 

At subsequent annual assemblies of shareholders there were 
ample proofs of the rightness of the recommendations passed at 
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die first meeting, for later a consistent 7-1% began to be paid as 
dividend on the Ordinary' shares. The directors’ fees, too, 
were increased by 7^%, not by a proposal made by themselves, 
but on a suggestion from die general body of shareholders, in 
recognition of the sound management by the trio at the head of 
die company. 

Preference Shares. 

After ten years the business was flourisliing enough to be 
handling three housing estates at the same time, and the share- 
holders were invited to subscribe more capital — ,(^15,000 in 
Preference shares. Mr. Wiggon, who had been added to the 
board of directors — he was a fairly large holder of Ordinary 
shares — explained the new shares to the annual meeting in these 
terms; 

“ Ladies and gendemen, at the directors’ request I am to tell 
you how our capital is to be increased to enable us to carry out 
certain ventures which we believe will prove very satisfactory. 
Up to now we’ve worked with the capital you’ve subscribed in 
Ordinary shares, and your full possible loss was limited to paid 
for each share. You took a risk in paying your pounds for 
shares; you might have lost all. If the houses built had failed to 
find buyers, or if our contracts had cost us much more than we 
estimated, you would have lost money; for a continued failure 
would have compelled us to go out of business — to go into 
liquidation, as we say. But, thanks to prudent management and 
foresight and the loyalty of our staff, we’ve been rewarded for 
our venturing, for our taking reasonable risks. 

“In expanding we intend to dilute tlie risks. Additional 
capital will be in the form of 4% preference shares. That means, 
if profits are earned — and they may not continue as heretofore 
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for we never know what may happen in these days of ups and 
downs in prosperity, in these days of possible world disputes — 
Preference shareholders arc almost certain of their 4%. They 
get their interest as a priority if tlicre’s any profit to permit 
it. 

“ The Ordinary shareholders arc still to be better off dian the 
Preference shareholders, but only when times are good, because 
diey get more interest, only if die Preference people have been 
paid. 

“ So, ladies and gentlemen, if you own bodi kinds of shares, 
you’ll have a sure low interest as Preference shareholders, and a 
possible — wc hope a probable — Iiigh interest as Ordinary share- 
holders. I advise you to have equal amounts of each of die two 
kinds.” 

Cumulative Preference Shares. 

“ One thing wc shall never do. We’ll never issue Cumulative 
Preference shares wliich may be a deadweight during a long 
period of trade depression — or after one. I’ll give you an ex- 
ample of how they work. If we issued 3% Cumulative Prefer- 
ence shares and wc kept on losing money, the moment wc 
resumed prosperity these cumulative holders would be entided 
to all arrears. Thus the Preference and Ordinary shareholders 
might get nothing for years. 

“ Let me conclude by saying two things. Firsdy, I’ve ex- 
plained these shares in fairly simple terms because some of you 
folk working for the company may have forgotten how diese 
things were explained to you in your school days. Secondly, I 
hope you will empower the directors to issue these Preference 
shares, and I hope you will purchase them. We’ll be glad to 
answer any questions.” 
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Deljentarcs. 

The ■years ■went on. The business had its ups and do^wns, but, 
on the whole, it prospered. Then came a day when the manage- 
ment was tempted to launch out into a type of work very 
different from its ordinary venture of constructing houses, 
schools, and halls. 

A water and sewage scheme for a neighbouring to'wn was 
proposed. It was a big job, and tenders were soon in^vited. 
Accordingly, a special general meeting of shareholders was 
called, and the case was put like this: 

“ Ladies and gendemen, we are considering borro^wing money 
to expand out acti^vides in a nearby area. We have heard of a 
proposal for putting a water supply and a sewage disposal 
scheme in the next ■village, now grown big enough to be called 
a town. We, a local company, would like to make the installa- 
tions. This isn’t the sort of thing we’ve done before, and it 
may be the last time we try it. If we got it, we’d have to have 
a huge amount of capital for a short time, some of which would 
be useful in our normal business later. 

Now we hope to get it by issuing Debentures; that is, we 
intend to borrow ^ 70,000 at 4% interest, this interest to be 
payable before any other shareholder gets a penny. These 
Debentures will not be shares; they’ll be debts, pure and simple, 
and when we ve fimshed the installation we’ll pay them off 
Note this, please. If we ‘ go broke ’ the Debenture-holders 
are entided to be paid first out of the proceeds of selling our 
business.” 

The shareholders voted the directors the right to borrow the 
,(^70,000, the contract was obtained, and water and sewage 
disposal plants were put in operation, a two-year job. Later 
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the dccLMon was taken tliat tiic Debentures had to be wiped 
out, paid off, and, in future, the main business of The Reliance 
Building Company Linuted was confined to the building of 
houses, schools, canteens, and similar structures. 

In die foregoing account, based on real experience, you have 
seen how ,a small group of men, from humble beginnings, 
developed a building undertaking to sarisfy the wants of Councils 
and private individuals. Tlic dircc founders of die company 
organired labour, land, and capital, and dicir reward a.s organizers 
figured in die balance-sheet (.and in tlicir bank accounts) as 
profit. 

Tlicy worked side by side with their craftsmen and mates. 
For this labour, they, as workmen, liad wages and salaries in 
addition to profits. The workmen were rewarded for their 
services by wages. The l.nndo\wicrs, landlords, had rent in 
return for land; and die capitalists, or shareholders, or money- 
lenders, had interest or dividends in return for lending capital. 
The extra pay to die directors may be considered as reward for 
special abilities. 

It is by .similar arrangements, that is, ssudi the aid of die 
Limited Company, dial much wealdi has been produced and 
much progress accomplished. Other limited companies have 
developed from small beginnings and prospered in much die 
same way as was done by our three iinaginar)' adventurers — 
F. W. Woolworth, Marks and Spencer, Lipton, Burton, and 
Sainsbury, to mention only a few. 
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FOR FURTHER STUDY AND DISCUSSION 

1. Why are 5s. Woolworth shares worth over ^ each? 

2. Make inquiries to find out die dificrence between a public 

limited company and a private limited company. 

3. When do aviation and armament shares increase or decrease 

in value? Why? 

4. Some companies encourage their employees to become 

shareholders. What are the advantages and disadvantages 
(a) to the companies, (i) to the men employed? 

5. Why do many small building contractors fail ? 

6. “ If you invest in some gold or diamond companies you 

may lose all or make a fortune.” Make inquiries to 
amplify this statement. 

7. What is the difierence between an “ investment ** in a 

football pool and an investment in National Sa'V'ings ? 

8. Explain these terms briefly: - 

(а) gilt-edged shares; 

(б) speculative shares; 

(c) stock exchange; 

(d) industrial shares; 

(e) nationalized industries. 

9. Siiareliolders are taxed more heavily on dividends than on 

the money they earn. Is this fair? 

10. Insurance and bank shares are usually worth many times 
their original issue price. Why? 
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lands of shops, the providers of transport, want you to know 
of the goods and services they have to offer. Many of them 
take pains and spend much money to make you aware of their 
productions. In many cases they use a knowledge of psychology 
to produce persuasive advertisements that will win over possible 
buyers. 

Some advertisers even go so far as to make exaggerated and 
even false claims for inferior goods in the hope of drawing the 
attention of the public. Such advertisements sometimes do have 
initial success but eventually lose their hold ,on people. If you, 
for example, buy a much advertised article and it turns out to 
be different from what it was represented to be, you will not 
buy it again; furthermore, you will be tempted to tell your 
friends of your disappointment You and they will then be 
influences to retard sales; for a dissatisfied customer will either 
refrain from buying or will make purchases elsewhere. To have 
successful sales, therefore, an advertised article must be all that 
is claimed for it. “ You can’t fool tlie public twice,” is a saying 
•with much truth in it. 

Not everyone advertises his goods and services, of course, 
either sincerely or falsely. Doctors, dentists, and certain- other 
professional groups are not allowed to advertise their services; 
it is against their professional code or etiquette. How, then, do 
they achieve their object of earning a U'ving? And compare 
their methods for achieving a better living with those of a pro- 
fessional singer or an actress who has been given favourable 
notices by the critics. 

Methods of Advertising. 

Advertising is now a specialized profession, and it is a frequent 
practice to engage such specialists to launch a publicity campaign 
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for more sales. Thus the railway authorities, the the 

Post OfSce, some professional bodies and many towns, especially 
seaside resorts, employ Publicity Olficers whose chief duty is to 
advise on advertising so that new travellers, listeners, customers, 
clients, visitors, and residents are attracted in increasing numbers. 

Now notice the methods employed by the great advertisers. 
An apt slogan they seem to obey is “ Tell the pubHc, and tell 
them often ”. In other words, repetition has been found 
effective, and so some proprietary articles have been advertised 
daily for more than a generation. 

More and more ingenious schemes have, however, been 
devised for “ catching the public eye ”, and the “ eye ” includes 
its mind and its purse. The telling phrase and the arresting picture 
on hoardings are among die normal means employed by adver- 
tisers as an aid to selling, or to spreading an idea. As you go 
past the bill-boards, you are invited to eat more fish, more 
potatoes, more tripe and onions, or more bread; you are asked 
not to buy a wliitc elephant but to save; or you are told what 
to use to kill germs and what to drink to make you sleep; you 
are urged to do one thing and not to do the other, and exhorted 
to mind how you go on the roads. Indeed, confronted as one 
is on every hand by coloured posters, illustrated and huge, it is 
little wonder that someone has said that the hoardings are the 
art galleries of the “ man in the street ”. 

Illuminated signs, blinking or stationary, postal circulars, 
canvassers from door to door, the use of foreign radio trans- 
mitters, the exchange of prizes for coupons, competitions, and 
annual exhibitions at Olympia and elsewhere — these are amongst 
the usual methods of getting into conuct with possible 
buyers. 

Perhaps the mightiest advertising medium, however,, is the 
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press. In a recent issue of a national newspaper, for example, 
the following goods and services were offered; 

Patent medicines; packeted foods; rat killers; insurance; 
tools; sheds and tents; beer, spirits, and tobacco; soaps; 
plants and seeds; clotliing; furniture; paint; radio sets; 
electrical apparatus; entertainments; clocks and watches; 
houses; auctions; pleasure trips; the Defence Services. 

These items could be listed in various ways. They might be 
classified into goods and services, or into luxuries and necessities. 
Again diey could be listed under headings of food, clothing, 
shelter, and luxuries. The classification, however, matters little; 
the important point is that in almost every case they are an invita- 
tion to you and other readers, through dte press, to pay a price 
for what is offered. Indeed, it is true to say that few newspapers 
and periodicals tvould continue to prosper, or even exist, without 
the income they obtain from advertisers. On the ofher.hand, the 
advertisements create added opportunities for employment — 
directly for commercial artists, copy-writers, printers, and office 
workers, and indirectly for reporters and other journalists and 
many others in and connected witli newspaper production. 

Advertising and the Public Interest. 

But is it not possible tliat much of this advertising, this telling 
the public, is wasteful? Does not tire cost of this advertising 
add to the cost of the goods to tlie consumer ? Yes, it must do, 
for advertising is seldom free. Obviously if you buy something 
you have read about in a newspaper, the public aimouricement 
is paid for by you; it is, in fact, a part of the expense of produc- 
tion. On the other hand it must not be forgotten that advertising 
raises the number of sales, it can thus bring down the price for 
the benefit of the consumer. This truth we see in the sayings. 
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“ Big sales, little profits ”, or “ Small profits, quick returns ”, 
wliich means that if articles are sold cheaply at little profit 
individually, they can nevertliclcss make a large aggregate profit if 
die sales arc large. Tins is sometimes the reason for the reducrion 
in price of branded and proprietary goods. Can you suggest 
odicr possible causes for reduced prices sometimes announced? 
Tliink what happens when monopoly goods or services are sold. 

You must realize, of course, diat quality and service must go 
with goods regularly advertised, and, in fact, that these wo 
virtues may themselves be subtle advertising that costs nothing. 
Woolwordi, Marks and Spencer, Boots, and many odier firms 
with names diat arc household words do not need to go out 
into die highways and byways to cry their wares. Their mcdiods 
of display, the pricing and quality of dicir goods, the placing of 
dieir shops, dicir reputation, public knowledge of fair treatment 
for dicir workers — all diese factors arc part of their cfTcctivc 
s.alcsnianship, part of their efforts in production. 

Whether advertising can, in certain circumstances, be against 
the public interest is a matter for you to investigate or discuss. 
Try out diis inquiry with cadi of the displayed advertisements 
in diis morning’s paper, noting also the many newspaper 
announcements (some from government departments) diat aim 
to give advice for die readers’ general good. Do not, however, 
come to a condusion until after full discussion. 

FOR FURTHER STUDY AND DISCUSSION 

1. Why arc there Acts of P.TrIiamcnt to prcvait unsightly 

advertisements on hoardings? 

2. If you were appointed censor of advertising svhidi would 

you have suppressed or modified ? Give reasons. 
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3. How do the Radio, Motor, and Ideal Home Exhibitions 

encourage increased employment and the introduction of 
inventions ? 

4. The Labour Exchanges arc part of the state’s advertising 

schemes. Explain. 

5. “ Sweet are the uses of advertising.” Apply this mis- 

quotation to advertising as done byr 
(a) an Education Committee concerning Adult Educa- 
tion facilities. 

{b) a cinema proprietor who has no competition within 
five miles. 

(c) a First Division football team. 

(d) the British Broadcasting Corporation. 

(c) the Post Office Telephone Department. 

6. “ Advertising is partly public education and partly salesman- 

ship.” Examine this assertion. 

7. Make a list of advertising methods, omitting tlic press and 

hoardings. 

8. Some mumcipalitics, including most seaside resorts, have an 

information or publicity staff whose work does not 
result in a direct profit. Give examples and explain. 

9. The Post Office, though a state monopoly, has a Public 

Relations Officer. Similarly the B.B.C. Why have these 
concerns found such an appointment justified by results? 

10. Write notes on (a) art and advertising, (6) advertising as a 

career, (c) advertising by films or radio, (d) health propa- 
ganda, (e) advertising the Defence Forces. 
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liid Youth: I’m a clerk with B. and Co. Ltd. who do carrying 
and furniture removals. They’re also agents for tire railways 
and hotels, and they organize holiday tours as well. 

3rd Youth: My job is an apprentice sewing-machine mechanic at 
a clothing factory. 

Ath Youth: I’m with my father, a jobbing builder. 

5th Youth: I’m studying to be a solidtor. I’m articled to X, Y, 
and Z, the solidtors, next to the Totvn Hall. 

6th Youth: My company makes machines for cabinet-makers 
and joiners. I’m apprenticed to turning, fitting, and lathe- 
work — branches of engineering. 

7th Youth: Most of my time is spent as a packer and despatch 
derk tvith a large grocery firm. I sometimes help with typing 
and correspondence; and I’m to take a turn at the counter so 
that I’ll get to know various sides of the business. 

8(/i Youth: The company I work for makes raincoats and sells 
them wholesale to shopkeepers and also retail through branch 
shops they own. I'm in the export department because I 
know two foreign languages through having Swiss grand- 
parents who brought me up. 

So it went on. The secretary was very interested, and during 
the talk was able to make some of the lads feel how varied — ^and 
spedalized — ^were their occupations. Each was doing work in 
one spedal line different firom the other but they were all helping 
towards the final production and distribution of goods. 

All our employers serve the community, and for doing it 
well they make profits,” one yoimg fellow remarked. 

Naturally,” tlic secretary agreed. “ And if they see a chance 
of giving more service and making more profit, they’ll ” 
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“ It all means more work for us,” was the interruption of tlic 
boy whose firm exported garments. “ And,” he added, “ those 
who increase exports do greatest service to the country.” 

“ Quite true,” answered the secretary, “ and we’ll see why 
the next time we meet.” 

Here the group broke up, but one evening, some weeks later, 
the club reopened the discussion again and found out much of 
what is contained in die following section. 

Import and Export. 

If goods travel from their position in one country to a place 
out of die country, diey arc said to be exported; the country 
which receives them, on die other hand, is said to be importing 
the goods. Our own Government regularly issues figures which 
state the value of goods imported, exported, and re-exported. 
During a certain mondi, for example, goods to the value of 
nearly ;,(^400 million were imported at British ports, and they 
included diese items: 

(d) Food, drink, and tobacco. 

[b) Raw materials and articles mainly unmanufactured. 

(c) Manufactured articles. 

•• (d) Animals, not for sale. 

(c) Goods by parcel post. 

During die same month the value of exported goods, classified 
in the same way, came to about ;£300 million. 

These arc huge amounts, and figures with all those noughts 
arc not verj’ interesting. But behind all those millions of pounds 
arc thousands of firms, employing millions of workers, each 
doing liis (or her) bit, cacli malting a living, each earning what 
he (or she) needs for food, clothing, shelter, and luxuries. 
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All tills carrying of goods in (importing) and sending of goods 
out (exporting) is a complicated business involving a huge number 
of services. Transport by land, sea, and air; clerical, insurance, 
and financial operations — all of these activities have a part to 
play in making it possible to move goods from where they arc 
made or produced, and offered for sale where they are wanted 
and can be bought and used. 

What are die forces that help to move goods firom one country 
to anotlier, say from foreign countries to our own? 

1. Profits are sought by producers; die wants of consumers 
need to be satisfied, 

2. Many of the good things in hfe are consumed in this 
country, but are not grown or found here. Cofiee, tea, bananas, 
and raw cotton arc examples. Other good things, such as 
mutton, raw wool, and iron ore are obtainable here, but not in 
sufficient quantities to satisfy those who requite them. 

3. In some places more goods are produced than can be used 
locally, and the surplus is transported to places where it can be 
bought and consumed. Merchandise is dius exported to those 
coimtrics which need the goods and can pay the price asked. 

Note that to-day importing and exporting arc done both by 
individual merchants and by die nation as a whole repre- 
sented by government departments, the main purchases of the 
latter being food and raw materials. Thus we see die Ministry 
of Food buying, for example, millions of tins of Portuguese 
sardines, for bulk buying on a huge scale has become a regular 
part of state business. In addition, however, the government 
tries its utmost to increase exports dirough individual merchants 
and firms, and anyone who can find something to sell in huge 
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quantities in tlic U.S.A. dollar market will receive official 
encouragement and help to enable him to carry through the 
transaction. 

Obstacles to International Trade, 

People in this country may grumble with justice about many 
things, but they are far better off economically, and always have 
been, than, say, negro labourers in tlie cotton-fields, or Indian or 
Cliinese peasants. Whetlier die people here are any happier than 
these foreign workers is a difficult question, because it is hard to 
compare the happiness of one group with that of another. This 
much, however, can be said. If all the peasants in the world, 
in India, China, and so on — that is, more than half the people 
alive — were able to buy more goods, both essentials and luxuries, 
than they do to-day, all manufacturing countries, including 
Britain, would benefit economically. 

Unfortxmately there exist many obstacles to international 
trade and these may be listed as follows: 

1. Many of the producers of primary or basic commodities, 
such as cotton, oil, and rubber, live in countries which have 
had for centuries a very low standard of life. This is due pardy 
to tradition, pardy to climatic and other factors. It has resulted 
in a low demand for the manufactured goods of other countries. 

2. A tax put on goods coming into a country makes diem 
dearer and so many workers in the importing country cannot 
afford to buy, them. Of course, the tax may be imposed for the 
sound reason of giving protection to home industries and so 
preventing unemployment. Thus countries which used to 
import British goods now make diem themselves — ^India, for 
example, and Japan before and since the war. 
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3. Distrust among nations causes materials to be used for 
preparation for possible war. This means tliat labour and capital 
are applied to making weapons of destruction instead of goods 
to make lives more comfortable. 

4. If Bribsh firms sold a great deal more than they do to 
U.S.A., there would be a good supply of dollars to buy food 
and raw materials from anywhere in the world. America, 
however, while needing some British goods and buying them, 
does not buy enough from Britain to provide all the dollars that 
ate required here. 

5. Nations who used to buy British goods are, in the post- 
war years, too poor to buy. Thus the Italians, who used to be 
excellent customers for the products of British industries, cannot 
now afford to buy these. 

6. Political differences have at times prevented a full exchange 
of goods between nation and nation. Spain and Russia spring 
to mind here. 

International. Payments. 

How is payment arranged between Britain and its customers, 
or rather, between British export firms and the corresponding 
foreign (or commonwealth or colonial) import firms ? How do 
foreigners and British traders abroad get paid for the coffee, tea, 
bananas, timber, wheat, meat, butter, raw cotton, and wool 
which they send to merchants in this country? 

The answer, put briefly, is that “ goods pay for goods”, or 
imports pay for exports. Exchange between the goods of one 
country takes place in a manner somewhat similar to a boy’s 
swopping of a peiikmfe for some foreign stamps, or some 
marbles for a toy aeroplane. Each wants the other’s goods; 
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each gets an advantage from the exchange; each disposes of his 
surplus for something he feels he wants. 

To give you a full explanation of how payments are made so 
that imports balance exports would require more pages than 
this book contiuns, and some of it would lose its interest because 
of its difficulty. Yet certain aspects of what is known as Foreign 
Exchange can easily be followed by intelligent boys and girls. 

When Mr. Tarragona, the Spanish wine merchant in Almeria, 
sells a thousand gallons of his fermented grape-juice to Mr. 
Vinus of London, a price has been arranged before delivery. 
Tarragona has named it in pesetas, and the price has been trans- 
lated by Vinus into pounds. Now Tarragona cannot pay his 
labourers, his taxes, and die cost of fertihsers in EngUsh pounds, 
so Vinus does not pay him in pounds. Instead, being a trust- 
worthy businessman and known to Spanish winesellers, he pays 
by means of a Bill of Exchange, so worded and legally recog- 
m'zed that the debt is paid, say, three months after the wine is 
in his cellars. The document looks something Hke this: 



Almeria, Spain. 


Date. 

Ninety days after date pay 

me ;£1000 for value 

received. 



Alfonso Tarragona. 

To John Vinus, 


Wine Cellars, 


London. 



John Vinus “ accepts ” the bill by signing and returning it to 
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Alfonso Tarrn(;ona, wlio tluis Imows iSiat the debt owng to 
liiin will ill due course be paid. In the meantitne, liowcvcr, 
Alfonso finds he has to pay out certain inonep. He wants some 
clothes for his wife and daughter, and has to pay hills to the 
cooper, the landlord, tlic tax-collector; also to the builder for 
some repairs to his labourers’ cottages. He must pay in pesetas, 
not English pounds, so he goes along to his bank manager and 
says; “1 want pcsct.is, please, for this English bill." 

Mr. Mola, the bank manager, an old school chum of Tarra- 
gona’s, says he will give die matter his immediate attenrion and 
asks Alfonso to cal! the next morning. In the intcrv.al he tele- 
phones to a dealer in such bills, knows as a bill-broker, and 
Ends that this bill signed by Vinus, of London, is quite sound. 
Between them they then arrange Uiat the bill-broker will t.akc 
over the bill and pay the bank for it in pesetas. The bill-broker 
docs not, however, pay die b.ank the full ;£l000, but only about 
;i(^985, for he knows he has to wait nearly ninety days before 
he c.in recover the amount stated on it. The b.ink dicn, in turn, 
makes a small charge to Mr. Tarragona for its work in die 
transaction and Mr. Tanagona now gets die remaining pesetas 
added to Iris bank account. 

A few days later die bill-broker is visited by Mr. Toga, a 
cloth merchant of Malaga, who has bought .and wants to pay 
for ;,(^1000 worth of drapery or shirts he has received from a 
London house. This Spanish wholesaler has, of course, only 
pesetas, so he now arranges widi the bill-broker, not to pay his 
drapery bill in London in pounds, but instead to pay the Vinus 
wine bill here in Spain in pesetas. He dicrcforc buys die Vinus 
bill from die bill-broker for, say, ^990. The bill is dicn sent on 
to London where similar arrangements arc made for Vinus to 
pay the drapery bill. Thus in due course, Toga’s debt to an 
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English firm and Vinus’s debt to a Spanish wine-seller are both 
extinguished. At least four principals have taken part in tliis 
international transaction in wliich wine pays for sliirts. Tarra- 
gona, the grape-grower in Spain, Viniis, tlie wine-merchant in 
London, Toga, the Malaga shirt-salesman, and the anonymous 
drapery-wholesaler in London, have achieved international 
money payments and international exchange of goods. 

Transactions of this kind, but not always as simple, arc being 
completed annually all over the world to the value of many 
millions of pounds, and by various methods diey are made to 
cancel out one against another. Sometimes, however, payments 
do not balance; bills have not paid for bills, and goods have 
not paid for goods. When that happens, payments representing 
differences arc made by shipments of gold from the debtor 
country to die creditor country, or a loan may be arranged. 

Lend Lease and Marshall Aid. 

During the war Britain spent much of her wealth and savings, 
and, just at die moment when the country began to experience 
the symptoms of strain and cxiiausrion, America came to die 
rescue. Her act of generosity was to provide these islands with 
huge stocks of food, raw materials and other war equipment, 
and cither to reduce or finally wipe out die charges for these 
goods. This “ most unsordid ” act, to quote Mr. Churchill, is 
referred to as Lend Lease. 

After die war American statesmen saw that Britain and other 
European countries might, unaided, take decades to recover from 
their impoverished condition. Realizing, therefore, diat nations 
so stricken need help, die United States continued to send goods 
from their immense resources on the Lend Lease basis. Britam, 
France, and other countries thus received grants for a few yean 
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in order to shorten die period of European recovery after tlic war 
and hasten tlic beginning of norma! times. The first American 
w!io public!)’ advocated this scheme of aid was General Marshall 
— hence the phrase Marsiiali Aid. 

Invisible Exports. ^ 

When the value of goods brought into this country is greater 
than the value of exports — a usual state of affairs — then goods 
have not paid for goods and the difference may be made up by 
sending gold or by loan. 

Usually, however, earnings come into die account as a result 
of work and services done by British ships, banks, and money- 
lending and insurance companies diroughout the world. Also 
tourists bring in much money to spend here. The earnings by 
these agencies arc " invisible exports ” which help to pay for 
goods brought in, and they help exports and imports to balance. 

All diis wants careful thinking about, for it is a complex 
subject and one that can only be touched upon here. After this 
elementary introduction, however, you should be better able to 
follow it in die newspaper and to re-examine it agaui after you 
leave school. You arc sure to hear about it again because exports 
are die country’s life blood — ‘‘ "We export or we die." 


FOR FURTHER STUDY AND DISCUSSION 

1. If imports to Britain stopped for three mondis, what would 

happen? 

2. How does it pay this country to lend money (or export 

capital) for the development of Argentina or Mexico or 
Malaya ? What are the risks? 
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3. “ We must export or die.” Why is this true of this country 

and Spain or France ? Would it apply to the U.S. A. ? 

4. Why did we recently hold a British Exliibition in Copen- 

hagen ? Did the Festival of Britain encourage exports ? 

5. Why were British tourists abroad refused permission to take 

more than a limited amount of currency out of this 
country ? 

6. Make a list of foreign moneys and compare their exchange 

with the Why do values change? 

7. If you wanted to send ;£500 abroad you would have to 

have permission. Find out more about this control. 

8. We import food and raw materials; we export coal, 

machines, and manufactured goods. Amphfy these state- 
ments by listing twenty articles imported and the same 
number exported. Why are some goods re-exported ? 

9. Some people recommend that the import of luxuries shordd 

be restricted. What are the difficulties of putting this 
recommendation into operation? 

10. If we always obeyed the injunction, “ Buy British ”, we 
should hurt ourselves and nations abroad. Why ? 
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One Man Business. 

The most numerous retail shops are one-man businesses in 
which the owner invests his capital, his time, his ability, and liis 
energies. He is capitalist, labourer, manager, sometimes even 
property- or land-owner, all in one. The litde comer shop in 
a side-street of your town or die general supply store of your 
village is an example of single-shop ownership, and many a 
well-estabhshed company to-day can look back to its beginnings 
as a one-man business. 

Multiple Shops. 

Companies such as Sainsbury (grocers) or Dewhurst (butchers) 
and many others you can easily recall, own shops all over the 
country. They are, in other words, muldple shops. 

Each branch is in charge of a manager who is in frequent 
touch (by telephone, letter, and by daily and weekly returns 
of sales and expenses) with the head office. Usually, it is from 
here diat almost all the stock is ordered and supplied so that 
advantage can be taken of bulk purchases. Occasionally the 
firm’s inspectors call unexpectedly to see that local managers are 
doing all they can for the benefit of customers and the company. 

Firms such as Bata (shoes) and Burton (clothing) own factories 
and sell their own-made goods through their own retail branches. 
Are there further examples of the same kind in your district? 

Department Stores. 

You can go into Lewis’s, Manchester, or Plunmier’s, Boume- 
moudi, and pass hours in the various departments all under one 
roof or in adjacent buildings. Indeed it would be possible, if 
you had the money, to satisfy almost all your wants in such a shop. 

Each section is in control of a manager (sometimes in co- 
operation with a buyer), under a general manager who is in 
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Co-operative Stores. 

A te.ielicr put this question to a rl.us of fortv pupils in a 
L'lncxshirc cssttoii town: “ Whose j'arcuts buy ttsX)ds from the 
co-operntive sliops. Thirty-six put up tlteir hands. The same 
question, put to a class in a small vill.aitc, ten tnilcs from the 
nearest town, resulted in twelve hands out of forty. At a select 
resort on the south coast tiic parertts of twenty out of iliirty- 
cight were buyers at the co-oparaiivc store. 

What is tile percentage in the class where this bool: is being 
used? What would it be in a residcnu.al public scliool ? Account 
for the differences. 

Almost 50 per cent of the adult populahnn of tlic United 
Kingdom is enrolled as members of the co-operative movement. 
That inc.iiis tliat several million people make at least some 
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purchases from tlicsc shops, all part of the organization which 
began at Rochdale, Lancashire, in 1844 and which has shown a 
steady annual increase in size for over a century. 

The word “ co-operation ” means working together. When 
the Rochdale Pioneers began, they did so with ^28 collected 
by twenty-eight original members who paid as little as 2d. a 
week but later incre.ased it to 3d. A shop witli a meagre display 
of oatmeal, flour, butter, and other articles was opened in Toad 
Lane, and from this humble beginning has grown the modem 
business concern which possesses funds and other capital worth 
many millions, and which manufactures, buys, and sells goods 
in most civilized countries. 

Nowadays the public is fully aware of co-operative methods 
of selling goods, and when you examine them more closely you 
will observe that in most respects they are almost similar to 
other schemes of selling and production. The main difference 
is in the allocation of profits, for the o\vners of the grocery and 
provision shops trading under the name of J. Sainsbury Ltd. or 
Home and Colonial and the like are the shareholders who share 
any profits, whereas the owners of a co-operative store are tlie 
buying members, and they share in the profits (dividends) in 
proportion to their purchases. 

If you wish to become a member, you will be allowed to do 
so, as a rule, when you have attained the age of sixteen. To 
become a full member with voting powers you must have at 
least one share, and this may be paid for by instalments. 
You are given a number and every purchase you make is 
accounted, because your cash payments — credit is rarely allowed 
except in expenditure on costly things like furniture — are 
recorded by receipts, a copy of which you keep. At regular 
intervals, quarterly or half-yearly, calculations of your total 
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purchases, as of the purchases of all members, arc made. 
Deductions are then made for depreciation, interest on your 
capital (your shares, which must not exceed j(j200), the cost of 
goods, wages, transport, and other expenses. What is left is 
profit, and tliis is distributed to members in proportion to their 
purchases during the last period. 

If, then, a shilling profit is made on every potmd received, 
and if you spent ;^20 on goods, your part of the profit, called 
dividend, is If your father, more probably your mother, 
spent j(j40, dividend would be ^2. 

The dividend paid out to co-operative members is considered 
as deferred discount gatlicred togedicr for lump sum repayment 
and pays no duty. Interest on shares is taxable. 

The management of a co-operative society is in the hands of 
members who elect a committee from themselves. These 
eleacd managers arc part-time offidals who may lose their 
positions at subsequent elections. They are paid a small salary 
and all out-of-pocket expenses, and are assisted by a full-time 
staff, both at headquarters and in the branch shops. 

Every co-operative member is entitled to receive for examina- 
tion a detailed copy of liis society’s accounts. At the periodic 
meeting held to endorse the actions of committee members, 
explanations concerning any item in the accounts and accom- 
panying report will be given. 

The co-operative societies in England and Wales buy as much 
as possible firom the Co-operative Wholesale Society, known 
simply as C.W.S.; in Scotland they buy from die S.C.W.S.' 
These are wholesalers owning tea-plantadons in Ceylon, and farms 
and factories in diis country. If you analyse the sixpence paid for 
a tablet of C.W.S. soap, 2\d. may be the cost of materials, 
2\d. may be wages, \d. may be rent, and id. dividend or profit. 
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The retail societies are profit-sharing members on the same 
principle as tliey extend to tlicir own members. A member, 
keen on the subject, may help to manage his own society, and 
may also help to manage the C.W.S. by becoming a director. 
Election by democratic mediods is the scheme of management 
throughout except, generally, that no full-time employee may 
be chosen to serve on a management committee. 

It is well to know that competitors view the co-operative 
movement with distaste. Here, there is an excellent opportunity 
to make full inquiries so as to arm yourself with facts. Try to see 
die subject fi:om die viewpoint of shop-assistants in co-operarive 
and in odier shops, of multiple store proprietors, of the comer 
shopkeeper, and of people who are just ordinary customere. 
Find out, too, if you can, why the success or popularity of diis 
method of trading varies in different parts of the country. 
Consult your parents and the public hbrarian to increase your 
information and to weigh up opposing opinions and convictions. 

Consumer Goods. 

The goods sold by all die shops mentioned in this chapter are 
consumption or consumer goods, such as food, which is soon 
sold and eaten, and clothing, which does not last a long time. 
Firms doing business in these commodities can make good 
estimates as to probable demand, and so they can avoid 
waste. 

The stocks, while on the counters, are capital and they have 
to be replaced frequendy. The result is that shops doing a good 
business actually replace dieir capital several times a year. They 
seem to have a multiplied capital whicli gives them correspond- 
ing profits. You would like shares in such companies. One 
company’s 5s. share, for example, was recendy worth over ^4. 

V (0 019) 
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During the war many consumer goods, including food and 
personal and household articles, had to be rationed because of 
their scarcity, and housewives found themselves with clothing 
and sheets tliat had to be patched again and again because there 
were no new ones in the stores or because they had no coupons 
to buy tlicm. When fighting ceased, a great demand naturally 
arose for the many things that had been in short supply — ^suits, 
sliirts, carpets, airtains, and similar consumer goods. Certainly 
now there were many people released from tlie Forces who were 
available to make tlicse goods, but the trouble W'as that food 
and raw materials were wanted from abroad. When British 
goods were made, therefore, diey often had to be exported to 
pay for what came from otlier lands instead of going to die 
people of this country. The result was that the home market, 
while having a few more goods to sell than in war-time, still 
had far from enough to satisfy demand. Hence, so that all, rich 
and poor, should get fair shares, rationing and other controls 
continued for some considerable time. As more goods are 
becoming available in die post-war years, however, restrictions 
are gradually being released, and to-day only a few food items 
still remain imder a direct rationing system. 

Capital Goods. 

A factory lasts a very long time; so does a tractor, or a railway 
engine, or a loom, or a lathe. Each is wealth that twU help in 
making further wealth; each comes under die heading of capital 
goods. 

An interesting exercise you can do is to list ten items of 
consumer goods, taking note of the time it takes you to do so, 
and then to find out how long it takes you to make a list of 
ten items of capital goods. A comparison of die two times will 
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then help to impress on you what it is in these goods that makes 
tlie difference between them. 


FOR FURTHER STUDY AND DISCUSSION 

1. Every co-operative shareholder is a capitalist. How? 

2. Cash sales are preferable. Why? To whom? Why is so 

much credit allowed in many shops ? 

3. Goods well packed or well displayed invite buyers. Com- 

ment. 

4. The big grocery and provision stores offer careers to boys 

and girls leaving school. Find out what you can about 
pay and prospects. 

5. Why are co-operative and other shop assistants encouraged 

to attend classes ? 

6. A one-man grocery shopkeeper stated his objections to 

the Co-operative movement. Put yourself in his place 
and list these objections. 

7. List twenty articles which can be classified as consumer 

goods. How, and by whom, are capital goods sold? 

8. Sales by auction; sales by a Dutch auction; sales from 

market stalls; sales “ over a cup of coffee ”. Do these 
methods differ from those described in this chapter ? How ? 

9. If ten neighbours combined to buy a two-ton load of 

potatoes for their own use, what would be the benefit to 
them and to the farmer-grower? What drawbacks are 
there, if any ? 

10. What are branded goods ? Name six branded foods. Why 
are more goods sold in this way now than formerly? 
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Unity is Strength. 

The school Debating Society was in session and the proposition 
to be considered was “ That in the opinion of this house trade 
unions are beneficial Only eleven members had turned up 
at the time appointed for opening — a House football match was 
in progress — and so it was decided that instead of set speeches 
there would be informal discussion. If you had listened in, you 
would have heard the arguments and discussion as they are 
printed here. 

“ Now, Mary Roberts,” said Mr. Hall, “ you’re down to 
open this debate. Will you begin, please?” 

“ Yes, sir. The proposition before us is ‘ That in the opinion 
of this house trade unions are beneficial ’. Now, I think they 
are because . . .” 

“ Shouldn’t she explain the proposition first? ‘ Beneficial’? 
Beneficial to whom?” Tom Wilson interrupted. 

“ Could you put it more clearly, more fully, Mary ?” the 
headmaster suggested. 

“Well, sir, beneficial to everybody — to the workers, em-, 
ployers, and the community as a whole. Perhaps now I’ll be 
allowed to go on,” Mary added, glaring with pretended annoy- 
ance at Tom Wilson. 

“ In a minute, young lady,” remarked the headmaster, smiling 

04 
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at her impatience (Mary was fifteen and a very reliable girl). 
“ Remember we agreed that because we were so few — I see 
there are fourteen with the latecomers — this was to be an in- 
formal talk. What about giving us a definition first of all, 
eh?” 

“ Yes, Mr. Hall. I’ll begin by giving a definition. ‘ A trade 
union is an organized body of workmen in any trade formed 
for the protection and promotion of tlicir common interests.’ ” 

“Where did you get diat?” was the question diat immedi- 
ately came from Frank Thorp. 

“ Out of the dictionary,” Mary replied briefly. 

“ You should say workmen and workwomen,” Rose Brown 
put in, for which she got a look of reproof from Mary. 

Mary went on. “ Before the days of trade unions workers 
had to bear many troubles and sufferings. Wages could be 
reduced unreasonably and without notice, hours of labour 
were imduly long, workshops were unhealdiy, and dangerous 
machinery was not properly fenced. 

“ A hundred or so years ago, if an employer wished, he could 
dismiss his men with htde or no notice, but if they, on their 
side, joined together to give notice they could be sent to prison. 
For instance, some cudery workers were sentenced to diree 
months in gaol because they combined to pay unemployment 
benefit and to try to prevent wages dropping.” 

“ Come to this century,” was Frank Lee’s chaffing suggestion. 
“ It’s to-day we’re interested in — ^not a hundred years ago. How 
are trade unions beneficial?” 

“I’ll show you. A man alone isn’t as strong as a group. 
‘ Unity is strength ’, as they say, or ‘ United we stand — divided 
we fall ’. A trade union can secure fair wages by round-table 
discussions between its officers and the employers. It helps to 
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settle industrial disputes by peaceful methods, and tries its 
utmost to prevent strikes and lock-outs.” 

“ You’ve done very well, Mary,” said Mr. Hall, as Mary sat 
down. “ Who’s your seconder?” 

“ Ralph Hinks.” 

“ Your turn, Hinks,” said the headmaster. “ Can you put in 
what she’s left out?” 

“ I’ll try, sir. I ought to be able to, because my Dad’s district 
secretary for the N.U.R. He’s given me some notes I’m going 
to read to ” 

“ No note reading.” “ What’s N.U.R. ?” “ He ought to 
speak, not read,” came heckling voices. 

“ There’s no rule against reading,” maintained the speaker, 
“ and the N.U.R. is the National Union of Radwaymen.” 

Mr. Hall nodded agreement. 

Ralph read; “ Trade unions try to get wage increases, to 
prevent wage reductions, to secure reasonable working hours 
and holidays with pay. They urge that the Factory Acts, which 
secure workmen against dangerous machinery and dirty and 
unhealthy work-places, should be enforced. If men are without 
work through an authorized strike the trade unions help to 
support them ” 

“ What do you mean by an authorized strike?” put in the 
headmaster. 

“ Stoppage of work as a whole body when the union as a 
whole body has agreed to do so,” explained Ralph, and then 
went on reading: 

“ Trade xmions give help and advice when workmen, disabled 
by accident at work, apply for compensation.” 
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A Trade Union Official Speaks. 

When he sat down it was agreed that the remainder of die 

proceedings should be by question and answer, and most of die 

answers came from Mr. Hinks, who had called in to arrange for 

a meeting of a Parents’ Association committee. 

Question : Don’t trade unions, by bringing force to bear on the 
employers, aim to prevent owners doing what they like with 
their own property? 

Answer: The employers have found that if they can get their 
men to co-operate it pays both employers and work-people. 

Question : Don’t the unions try to force men to become members, 
so that if workers refuse, dicir lives can be made very un- 
pleasant ? 

Answer: I agree; unpleasanmess can and does occur, though force 
is never used. It docs not seem fair though that diose who 
avoid membership get benefits won by. dieir mates when all 
ought to pay to help to get better conditions. 

Question: Isn’t it a fact that many employers, who are usually 
very fair to their workers, become severe and harsh when 
trade union officials take the men’s parts? 

Answer: That was true in days gone by when every worker 
was personally k^o^vn to his employer. In these days of huge 
businesses emplo)nng hundreds, sometimes thousands, the idea 
is accepted th.at both the employers and the unions conduct 
their negotiations through experienced and paid officials. 

Question: Haven’t workers’ combinations encouraged combina- 
tions of employers who are naturally stronger because they 
have more resources ? 
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Aitswer: I suppose dial’s true. But when a dispute is likely to be 
more than usually serious, likely to hurt die whole nation, the 
government steps in to act as peacemaker, and succeeds very 
often. Besides, workers know well enough what distress to 
themselves and famihes may result from a strike. 

Question: If workers, through dieir trade unions, succeed in 
getting better wages, don’t they increase the cost of goods 
they make, thus driving business away, and thus causing un- 
employment to themselves and odicr workers? 

Ansu’cr: There isn’t a short and simple answer to that question. 
It’s true that if wages make the goods too dear, the employers 
will try to reduce costs by various methods — by sacking 
men, by introducing machines, by using cheaper labour, and 
so on. 

Question: What methods have caused the reduction in strikes of 
recent years? 

Answer: Disputes have been mosdy settied by agreement by joint 
bodies of employers and workers such as the Whidey and 
Joint Industrial Councils (J.I.C.); arbitration tribunals, too, 
have helped to keep industrial peace. 

Question: You seem to think trade unions are full of virtues. 
Have they no faults ? 

Answer: Of comse they have, naturally. Some unions have too 
many members and their officers cannot keep intimate touch 
with all of diem and their conditions at work. Some trade 
umonists cause industrial strife by refusing to w'ork with non- 
umonists. Hindrances on jobs may be caused by rival trade 
umons insisting that only their members be allowed to do a 
particular piece of work. 
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At this point Mr. Hall announced that their time was nearly 
over and they might go on with the disaission a fortnight later. 
They all agreed that because the subject was so wide they had 
better tie themselves down to one or two aspects of it only. 
They also agreed to invite Mr. Hinks and also a local employer 
to be present 

“ I suggest,” said Mr. Hall, “ diat the members of the com- 
mittee get out a programme for the next time and that they 
prepare for a topic chosen from the following: 

(a) That trade union rates of pay hurt the best workers. 

(b) That trade unions are powerless against labour-saving 

machines. 

(c) That trade unionism is a danger to liberty.” 

The meeting then closed, but the discussion continued among 
the members of the Debating Society on their way home, and 
they all looked forward enthusiastically to their debate a fort- 
night hence. 


FOR FURTHER STUDY AND DISCUSSION 

1. The Combination Laws were repealed in 1824, and from 

that date modem trade unionism began. Find out more 
about diis. 

2. Give die pros and cons of the five-day working week for 

(a) miners, (b) shop assistants, (c) farm workers. 

3. The printing trade helps to keep up its wages and other 

conditions by limiting the numbers of recruits. Can this 
he done in any other trades? 
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4. How is recruitment for medicine and dentistry and law 

regulated ? 

5. What is tlic difference between a strike and a lock-out? 

6. What benevolent work for its members is undertaken by 

trade unions? 

7. Give a brief description of the {a) N.U.T., (t) N.U.J., 

(f) B.M.A., (d) N.U.M., (e) T.G.W. 

8. If soldiers went on strike it would be mutiny. Could the 

same thing be said to happen if workers in state industries 
went on strike ? 

9. Should workers in a cotton mill help to manage it? 

10. Who were the Tolpuddlc Mart)’rs? 
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Question: You’ll have to be dearer than that. 

Answer: The foundations of the state are die people in these 
islands on die voters’ lists, that is, more than 30,000,000. They 
can’t, as a body, manage the whole nadon, so they elect 
persons from among dicmsclves to represent them in the 
House of Commons, a part of Parliament. 

Question: What is Parliament? 

Answer: The Sovereign, die Houses of Lords, and Commons. 

Question: Wliat does Parliament do? 

Answer: It makes laws and controls the nation’s finances. 

Question: So the voters’ permission and will, as expressed by 
their votes at parliamentary’ dections, dedde how die country 
shall be managed ? 

Answer: Yes, that’s right. It’s all given in detail in the Civics 
text-book. 

Question: Do Parliament and the voters make the state? 

Answer: Yes, but only pardy. I should say the state in this 
country must be drought of in four parts: 

(fl) Parliament. 

(6) The Executive. 

(c) The Judiciary. 

(d) The voters. 

Question: I’ll see quite clearly what the state means when 
you’ve explained the second and third, the Executive and the 
Judidary. Please explain. 

/Insurer; Yes. Briefly the Executive does the actual governing. 
It puts into force die laws made' by Parliament. It is divided 
into several departments or ministries, each in charge of a 



THE STATE AND GETTING A LIVING 


103 


member of the Government, often a Cabinet Minister. The 
huge permanent staffs employed in these departments, such 
as the War Office, Ministries of Labour and Education, are 
known as Civil Servants. 

The Judiciary consists of the judges and magistrates and the 
officials aiding them. 

Question: Does that mean that Parliament, the Executive, the 
Judiciary and the voters — the state — have together the power 
of doing anytliing they like here ? 

Answer: Yes, in theory. It has been said that the only thing 
that cannot be done by tlie state is “ to make an old man 
young or an ogress into a beauty ” — an exaggerated way of 
stating that the power of the voters, or their majority — given 
by them to Parliament — is far-reaching. 

What the State Does. 

Question: What does the state provide? 

Answer: It helps to maintain and advance the good of the people 
generally. 

Question: Is the state at work in every town and village? 

Answer: Certainly. Local government councils work within 
the law's made for the carrying out of their duties, and 
government departments are in frequent and close contact 
with the paid and unpaid representatives of local authorities. 

Question: How can the work of the state be seen by the people ? 

Answer: That’s a tall order because the state does so very much. 
It influences the life of a citizen and his dependants for their 
good from birth to death — in fact, from before the birth of 
an infant till after hfe has passed away. 
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Question: So tliat tlie state holds sway over us all our lives? 

Answer: Yes. Here are a few examples of dte state’s actividcs 
that have influenced you in die past, arc affecting you now, 
and will certainly be in contact wnth you in die future, as 
long as you live. 

Before a baby is due to arrive, the Maternity and Child 
Welfare officers of a local council may advise and assist the 
expectant mother so that all shall be normal. Associated with 
the municipal health services arc clim’cs at winch the pre- 
school child may have minor ailments treated; and when he 
is attending school he is subject to medical and dental exam- 
inations (and free treatment or advice if necessary) by the 
School Medical Officer and Dentist. 

The state’s insistence that he shall attend school is to ensure 
diat he shall be mentally, morally, and physically prepared 
for Iiis adult career. The provision of school milk and meals 
are part of die preparation. 

On entering lus life work he comes under National Insur- 
ance, for hcaldi and unemployment purposes. 

When he dies, die state requires notification and must be 
satisfied with the proper disposal of the body. 

Agents of the State, 

Question: Can we say that the income tax derk, the sanitary 
inspector, the teacher, and the soldier, and many others arc 
direct or indirect agents of the state? 

Ajiswer: Yes. There are many of these such agents. 

During his lifetime the citizen’s health and safety are the 
constant care of his national and local rulers. Police are 
appointed to safeguard life and property and to prevent and 
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detect crime. The Defence Services arc established to prevent 
dangers from possible enemies both inside and outside the 
country. 

Food and water arc maintained at the highest standard of 
purity by local health authorities. The removal of sewage, 
under die control of local coundls, prevents dangen from 
contaminarion by harmful germs. Facilities for rcCTcation 
and pleasure arc liberally provided by parks committees, and 
education committees give ample encouragement towards 
advancement in livelihood and leisure to all who desire it. 

Local coundls have a duty laid upon diem to provide 
houses where urgently needed, and there is a state body to 
give relief to die genuinely distressed who apply. 

In a sentence, die state functions through its constituent 
parts. It ensures diat its memben, the dtizens, may have die 
satisfaction of doing as they wish, say what they like and 
wonhip .os diey please, providing no other dtizen’s rights arc 
infringed, and providing die law is observed. 

Qiieslion: But can we all get die satisfactions and joys you 
mention ? 

Answer: Of course you con. There’s a chance for everybody. 
It depends on younclf. 

Question: But what about those boys and girls who arc quite 
ordinary, or even below average, in their school work ? 

Answer: I sec your point. You think it’s only the good scholars 
who get all the praise and all the advantages. This is not rcrdly 
the case, however. The schools arc ordered to teach according 
to the age, aptitude, .and ability of all pupils, and they aim 
at giving .all children — dull, average, or bright — every cliancc. 

You can sec the result of this outside die school walls, 



106 


WHY PEOPLE worn: 


where it is obvious that children clever at book-work do not 
always have the advantage when they go out into the world. 
Aren’t there happy and successful men and women who may 
have been below standard in school work ? Remember there 
arc other standards besides academic ones and that happiness 
can be found in many ways. Much joy in life comes from 
service to others in many walks of hfe — ^in church and chapel 
societies, in music, art, and literature, in recreation and in 
local govenmient 

Question: But there are differences in livelihood, aren’t there? 

Ansti’er: Obviously, but all men and women in their chosen or 
allotted sphere can find joy and happiness if they determine 
to make the best of what has been given them. 

And now, chaps, the rain’s over, so that’s the end of our 
discussion meantime — and jolly interesting it’s been too. You 
lads at school and you working chaps at the 'W.E.A. course 
had better thrash out these details about the state and getting 
a living with your master or lecturer. You’ll find that many 
references will have to be made to the standard of living or 
comfort. 

Standard of Living. 

Discussions did take place, both among the sixdi-formers 
(boys and girk up to nineteen years old) and at theW.E.A. 
meeting attended by adults. The phrases “ Cost of Living ” and 
“ Standard of Comfort ” kept on recurring, and finally it was 
decided to find out just what these meant. 

At first they thought it would be quite a simple matter to 
make inquiries from neighbours and fiiends and to compile 
statements showing on the one side the weekly earnings and on 
the other the main heads of expenditure. They assumed, for 
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example, that a family -where die bread-winner was an unskilled 
workman earning about ^£6 per week would necessarily have a 
lower standard than one where die head of die household 
earned j(jl0 a week. 

A litde reflection, however, showed diat no general com- 
parison could be made from a few cases of family income and 
expenditure and diat circumstances varied very widely from 
family to family. What did appear to be a reasonable statement 
was that the standard of comfort of a family was closely related 
to such factors as 

(а) the total amount of wages or income available; 

(б) the total amount which had to be spent on rent or pur- 
chase of the house; 

(c) the size of the family, particularly the number of children 
under 15 or still attending school or college; 

(d) die wisdom or lack of -wisdom with wliich the money 
, available was spent 

To illustrate the matter a comparison was made between two 
households — diat of a farm-worker drawing ^6 a week and that 
of a clerk earning a week. The farm-worker rented a 
cottage very cheaply. He had one child and a healthy, thrifty 
wife who was a good manager and laid out her few pounds of 
housekeeping money in the best possible manner. The cottage 
had a good vegetable garden. The clerk hved in a suburb of 
die city and had to incur heavy expenses in reacliing his work. 
He was buying his house. There were three children and his 
wife was ailing and had occasionally to employ domestic help. 
It was seen clearly from a comparison of these two households 
that the standard of comfort was not governed merely by the 

wages received. 

8 


(G 619) 
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In fact, even the Government has found it extremely difficult 
to compile a reliable basis upon wliich changes in the cost of 
lisnng can be measured from time to time or by wliich the 
standard of comfort of various families can be rated. It can 
only be done by taking examples of thousands and thousands 
of family budgets. Even then die resulting information cannot 
be used too long istidi any accurac)’ since social habits may 
change. The Cost of Living Index winch is issued by the Board 
of Trade is based upon information obtained many years ago. 
In such an Index die basic year cost of living is called 100 and 
movements up or down are published. To be of any real value 
such an Index would have to include, in addition to food, cloth- 
ing, and shelter, such tilings as fuel, travel, entertainment, savings, 
tobacco, and drink. 

It is a good exercise to work out for yourself a statement of 
your own family cost of living. You would have to include 
such items .as 


Food: How much do you consume a week? "What is its 
cost? How much is for meals at home and how 
much for meals in canteens? 

Housing: What rent or mortgage is paid? Are there groimd 
burdens? How much are the rates and taxes? 
What is the cost of insurance against fire ? 

Travel. What is the cost of transport to and from work? 

Clothing. What is die cost of clothing for each member of 
the family? 

Fuel. What is the cost of heating, lighting, and cooking? 

Furnishing: How much is spent on furniture and what is 
bought? 

Tobaao: What is spent on cigarettes, tobacco, etc.? 
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Alcohol: How much is spent on beer, wines, and spirits? 

Newspapers: What is the wecJdy bill for newspapers, maga- 
jdnes, and books? 

Entertainment: What is spent on football matches, pools, 
cinemas, dances, etc. ? How much on holidays ? 

Savings: What is saved, either by putting it in the bank, 
purchasing savings bonds, or by insurances? 

The attempt to compile such a statement will at once show 
how difficult it is to arrive at a basis of comparison for all the 
families in the country. It will, however, give you much in- 
formation about standards of living and indicate how, beside 
total income, factors like upbringing, character, tastes, customs, 
and opportunities, play an important part. 

It will also emphasize the difierence between nominal income 
(i.e. the actual amount of money income) and real income 
(i.e. die goods and services which can be bought widi the 
money). 

Look around among your friends and you will observe that 
each worker (whatever his or her grade) is looking forward to 
some increase in income. If he attains liis desire, die goal of 
ambition will be just a litde higher still, for each no doubt suSers 
from diat “ divine discontent ” which is the spur to endeavour. 
But eacli is affected by conditions and influences which may 
prevent or, on the other hand, may encourage a change in 
circumstances, pay, prospects, and the standard of living. Per- 
haps the most important of these influences arc die man’s char- 
acter and education, and with them, as pointed out on previous 
pages, go such factors as supply of and demand for labour, 
prolonged infancy (Icngdi of time one is dependent on one’s 
parents), knowledge of openings, the appropriate influence, 
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international tension — factors tliat are rarely controlled by the' 
individual. 

How docs the state play its part in enabling its citizens to 
make a living and to live a full life ? The answer was given in 
the list of services pro\'ided by law for maintaining safety, 
physical and mental health, and fireedom. These, under national 
and local control, give employment to thousands of men and 
women and involve the purchase and use of much material. 
The cost runs into many millions annually, a bill that has to be 
met by the imposition of national taxes and local rates. 

You get all these services. What is expected from you in 
return ? That is not an easy question but it is one that is well 
worth discussion. 


FOR FURTHER STUDY AND DISCUSSION 

1. How does the state protect the community from traffic 

dangers ? 

2. Compare the family budget of a metal-worker or shop 

assistant or foreman on per week widi that of a brick- 
layer’s labourer on ^x-y per week. 

3. What is the difference between the wealth and welfare of a 

nation ? 

4. What publicly provided services can you Hst in operation 

(a) at school, (6) at home? 

5. The nation is composed of (a) the unemployed, (6) the very 

poor, (c) the poor, (d) fhe lower middle class, (e) the 
middle class, (/) the upper middle class, (^) the rich, 
and (/>) the verj' rich. Find out what this classification' 
means in income per week. 
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G. “ Happiness is not a matter of income only.” Discuss. 

7. “ Man docs not live by bread alone.” How docs the school 

as a preparation for life bear this proverb in mind ? 

8. Why do central departments — the Ministries of Health and 

Education, and the Home Office — share in the control of 
local affairs? 

9. Arc boys and girls part of die state ? 

10. Why, even in days of rationing of short supplies, docs die 
man wdi a higher income fare better dian one in die 
lower income group ? 

or 

What arc (o) profiteers, (b) controlled prices, (c) utility goods, 
(J) food controls, (c) full employment? 



Chapter XII 


MOR-E MONEY MATTERS 

As was stated at the end of tlic last chapter, all the services 
provided by the comniunit)’ for tlie community — ^by the state 
for the nation — cost a lot of money; and tlie sources of tliis 
money must be mahily from die public at large, 6om taxes and 
rates, as you have already discovered. To dicse taxes and rates 
can be added the profits or revenues from trading services, such 
as the returns firom the Post Office and from die sale of water, 
and transport; also the rents pdd to governing bodies, local 
and national, when they let land. 

Now let us look at some of the financial transactions of both 
the government and die individual. 

Quick State Payments. 

When the government and mum’cipalitics order ivork to be 
done, they pay for it without undue delay, since contracting 
firms cannot wait long for setdement ivhen they have numerous 
daily and weekly labour bills and other expenses to meet. If an 
aerodrome or an office for the Ministry of National Insurance is 
ordered to be built, for example, die contractor is paid in full 
within a very short time after the buildings are ready for 
occupation. If a batdeship is launched, die shipbuilder receives 
final payment veiy^ soon after the vessel is taken over by the 

Admiralty. This is the case whether the bill is large or small. 
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If the payment is for a comparatively small order, as for a 
typewriter or some office furniture, payment is made from funds 
in hand, or out of revenue. Of course, properly audited accounts 
are kept and otlier precautions arc taken to prevent misuse of 
public money. 

State Borrowing. 

If the amount to be paid is large, as for a new police station 
or for a squadron of R.A.F. jet planes, the procedure is to settle 
accounts wtli borrowed money, repaid to tlie lenders with 
interest at agreed rates. This is what may happen witli the 
money you have lent by buying a Saving Certificate, which is 
simply a document proving diat die Government owes you 
money and will pay you interest on it as long as you let them 
use it. 

National Debt. 

All money borrowed by die government and not yet repaid 
is classed as the National Debt Most of it is owing to lenders 
living in diis country — the internal debt; many millions have 
been lent by governments overseas, die United States .and 
Canada chiefly — the external debt. This scliemc of postponed 
payment, of “ lc.a\nng die bill to posterity ”, is the usual method 
of providing defence matcri.als during a war. In years to come, 
even a century hence, die people of Great Britain and abroad 
will be receiving principal and interest in connexion with 
money lent to win die Second World War. 

Just now die National Debt stands at several thousand millions, 
a figure with many noughts, similar to those you may read in 
boohs on astronomy in connexion with star and light distances. 
It is safe to say that this debt will ncv^cr be paid off! No one 
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This is not to say diat tiic moneys that comprise tlie National 
Debt have been spent in vain. We have to show for it tliat 
priceless possession, a country and commonwealth where freedom 
is die tradition and heritage of all citizens. You could add here, 
too, die mrmy electric generating stations, railways, co.almincs, 
and other concerns nationalized widiin recent years. The nation 
or state owns all dicsc and their values arc showi to some c.xtcnt 
in die National Debt figures. 

Credit. 

If you lend a bicyde to a class-mate you expect to get it back 
in practic.ally die same condition as when you parted with it 
temporarily. You have a belief in die trustwordiincss of 
your friend; you Icnow he would do something similar for 
you if you had the need and he had the means of gratifying 
it. That exemplifies one sense in which die word credit is 
used. 

A draper in Modicrwell or Dorchester is intendewed by a 
traveller from a Manchester wholesale house and an order for 
j(^200 .worth of goods is given with ninety d-iys’ credit, i.c. ninety 
days in which to pay die bill. The retailer, if he is a new cus- 
tomer, will not get his consignment of goods until careful 
inquiries as to Ids trustworthiness have been made. His referees, 
such as a bank or a wholesale trader, may be consulted; prob- 
ably a Commercial Inquiry Agency, such as Stubbs’s, will be 
referred to as being in a position to give confidential information 
concerning his commercial integrity. To put it plainly, the 
wholesale house must find out if the retail draper is a man to be 
trusted. If it is found that he is a sound man (and this delicate 
investigation is made in as discreet a manner as possible) he gets 
his goods and is allowed three mondis in which to p.ay for 
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them. That is another example of one of the shades of mc-aning 
in the term credit. 

Discount. 

If tlic Motherwell retailer paid cash — not vcr)' usual in modem 
business — ^lie would he entitled to a discomit, say 2^% to 5%. 
Tliis means that he is obtaining tlie sheets, tablc-clotlis, curtains, 
and other goods at die real price of ^£190 or ,(^195 fixed by 
die wholesaler and not being made to pay die additional 
charge of ^5 or which die wholesaler makes for having 
to wait for liis money. You can see, then, diat diis ^5 or ;£10 
is anodier form of interest, die price which die retail merchant 
pays to the wholesaler for die temporary control — or possession 
— of transferred capital, i.e. the merchandise. 

Another way of putting it is to say diat the payment for 
credit is interest. You believe diat somebody, or some group, 
or some institution, is to be trusted widi die use of yoiu: capital; 
you receive a certain amount of interest, as agreed, and at times 
agreed, as a reward for allowing die right to your money to go 
out of your possession, or out of your power to enjoy its use or 
spending. You do not worry mudi, as a rule, what the borrower 
does with your funds so long as he keeps his contract with 
you. 

The People’s Savings. 

All the commercial lending and credit that are indispensable 
parts of modem commerce have die quahties above described. 
There is no doubt about how it works; it works satisfactorily, 
for several milUons of money arc lent and borrowed diroughout 
every year. Thus the people s savings are deposited in organiza- 
tions like the Post Office Savings Bank; Joint Stock Banks 
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(savings department); Building Societies; Co-operative, Friendly 
and Insurance Societies; Trustee Sa\4ngs Banks; as well as 
invested in Government and Municipal Stocks, National Savings 
Certificates, and Industrial stocks and shares. 

Very probably more llian 90% of tlic adult population has 
fiinds deposited in one or more of these concerns, a:id so it is 
safe to say diat the nation includes millions of capitalists, an 
assertion which becomes more obwous when the numerous 
owTicr-occupien of dwelling-houses arc included. This docs 
not mean tliat tliere is no povert}’. That still exists, but real 
destitution, sucli as was knowui earlier in the century, rarely 
occurs because tlic Assistance autlioritics and voluntary org.iniza- 
tions carry out tlicir duties vigilantly .and sympatlictically. 
Again, Parliament gives increasing attention to relieve tlic 
sufferings tliat accompany unemployment, diough namrally, 
measures to provide work arc the best relief. 

Banks and Bank Services. 

Among die most imporunt money-lenders and borrowers in 
die country arc die Joint Stock Banks wJiosc proprietors arc 
dicir shareholders. Barclays, Midland, Lloyds, Westminster, and 
National Provincial (each widi many branches) arc sometimes 
spoken of as die “ Big Five ”. When dicsc firms lend money 
they arc .as much money-lenders .as pawnbrokers .arc. There 
arc differences in methods, true, but each lends widi die assurance 
that the amoimt lent, and the interest, will be safeguarded. 

If you lend money to a Joint Stock Bank .and undertake to 
give an agreed notice before avithdrawal, you arc said to have a 
Deposit Account, and you will receive interest, diat is, a p.aymcnt 
for die loan of your money. If you p.ay in money and draw 
some of it out, deposit some, and keep on drawing out (by 
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cheques) when you need it, you arc said to have a Current 
Account and you will probably receive no interest. 

A business man has a current account because it is a source of 
convenience to him. If you put ^100 in Barclays or West- 
minster Bank you are their creditors to diat amount: they are 
your debtors. You can get your money whenever- you want 
during business hours. If all die banks’ creditors wanted 
dicir money out at die same time it would mean financial 
disaster, but it has been found from long experience that a 
banker is safe if he always has at hand about 10% of the money he 
owes. The other 90% he lends or invests so as to make a profit. 

The scene was a classroom in an Evening Commercial School 
and the lesson was headed “ Bank Services ”. The man in firont 
was not a day-school teacher, but die deputy manager from the 
nearby Ivlidland Bank. On the desks were samples of the - 
documents used in banking business. It was the final fifteen 
minutes of a lesson period and this is a report of some of die 
questions and discussions: 

Deputy Manager: We’ve examined cheques, pay-in books, 
monthly and quarterly statements to depositors, and other 
documents. We know what they’re for and how they’re used. 

I \\ ant you now to sum up what banks do for their customers. 

Pupils. Their premises are safer dian homes, offices, or shops 
for keeping money, valuables, deeds, and other documents. 

Deputy Manager: Very well put! Make a note of that. And 
remember. Miss Perkiirs (this to a neat htde typist), what to do 
wi your diamond earrings and tiara when you’re not using 
em (Mary says she has no such jewels because Woolworth’s 
haven t any on their counters.) 

What else are banks for? 
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Pupils: By the use of cheques die inconvenient handling and 
despatching of huge amounts of coin and notes arc avoided. 

Deputy Matta^er: We dealt svidi diat last week. Wliat else did 
we note dien ? 

Pupils: They collect cheques, postal orders, money orders, 
dividends, and other moncs's on instruction from depositors. 
Similarly bankers pay out moneys from depositors' accounts. 

Deputy Manager: Another bank funcrion ? 

Pupils: Customers name their b.ankcrs as referees, and widi die 
help of this mediod business men can obtain credit from 

, wholesalers and manufacturers. 

Deputy Manager: Yes. Quite a lot of shady businc.ss can be 
stopped dirough referring to the banks. Anything else the 
banks do? 

Pupils: Customers with money to invest can get advice from 
the manager. 

Deputy McfW^cr: True. Managers help clients to avoid " bucket 
shops ” or other swindles. Don’t c.\pcct a manager to recom- 
mend a gambling scheme. But no one has yet mentioned a 
very important bank activity — die most important probably. 
What’s that? 

Pupils: Banks lend money on approved security. They’ll make 
a loan if diey’rc reasonably sure that the borrower is fit to be 
trusted to pay back the principal and interest at die times 
agreed upon. 

Deputy Maunder: Yes. Lending money is the chief service die 
banks give, and it’s a very important mediod for recouping 
themselves for die many services they give — some of which 
arc not a direct source of profit. Anytliing else ? 
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Piipils: Customers travelling abroad can get advice about 
foreign money and commercial practices. 

Banks ch.ingc foreign money and can provide it. 

Most banks will act as executors of wills; that is, tliey will 
cart)' out instructions written by the person leaving property 
by will. 

Tlicy may act as trustees by managing the income arising 
from lands, houses, and other property entrusted to them. 

Deptny Very good. You might remember, too, tliat 

the banks do v.aluablc work in keeping businesses going and so 
helping people to make a lis-ing. Tliat’s what we all work 
for. Only this morning die secretary' of a certain firm arranged 
to borrow /)5000 from us to pay expenses, like wages, and 
to obtain more steel sliccts to complete an export order. He’d 
sold goods, but payment w.asn’t due for anodicr formigbt, 
and work-people can't be kept w-niting for their earnings. 

That's all to-day then. You’ve given very good answers 
conccniing b.uik funrtions and it’s a pleasure to note die way 
you VC looked up the subject in your textbook. 


rOR rURTHER STUDY AND DISCUSSION 


I. The more money you save and lend the better for all. 
i;v.iminc d\is statement and give reasons for buying 
National Savings Certificates. 


2, “ Ncidicr a lender nor a borrower be.” Tins is a quotation 
frosn JhrrJn, Comment on it as (e) pris'atc practice, 
(Pj public and commercial practice. 
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3. What are die functions of a Building Society ? Account for 

the increase in numbers and activities of diese bodies. 
or 

Does your Council lend money to help in house purchase? 
Find interest terms, and compare with cost of loans from 
other concerns. 

4. Look up and define, the following terms: 

“ bucket shop ” ; trustee of an estate; executor of a will; 
industrial insurance; usury. 

5. What is die connexion between a slump, a boom, and 

unemployment? 

6. Bankruptcy is the final chapter of a book of unpaid debts. 

Give more details. 

7. How does it pay Britain to lend money abroad ? 

8. “ Credit is the life blood of commerce.” Despite diis saying, 

Woolworth’s, Marks and Spencer, Boots, and the Co- 
operative Societies are doing increasing business for cash. 
Explain. 

9. Find out what you can about recruitment, pay, prospects, 

and conditions of employment in a bank. 

10. When goods are too few it is better for die Chancellor to 
increase taxation. Better for whom and why ? 



CtiAiTxn XllI 


INSURANCE FOR EVERYBODY 
National Insitrancc. 

Jolm DrowTi had applied for a situation witli the Reliance 
Building Company Limited. He had seen tlie announcement 
on die school nodcc-board. 

“ Boy, aged 15, wanted for works ofluce of a building com- 
pany. Apply Headmaster.” 

The interview was now taking place at die company’s head 
office where Mr. Clay, one of die directors, was quesdoning 
John, 

" Arc you any rcladon to Mr. William Brown— Bill Brown 
—in our carpentry department?” 

“ Yes, sir. He’s my dad.” 

A good man. And you want to follow in your dad’s foot- 
steps?” 

Not exaedy, sir. He s a ‘ chippy a carpenter only, but I 
want to see many sides of the building trade.” 

“ How do you mean, my lad?” 

Well, sir, I want to know something of all die jobs in 
building ^bricklaying, carpentry, plumbing, riling, and glazing. 
And I want to know, too, about working from drawings, and 
calcularing builders’ quantidcs. Those arc some of the ideas 

Mr. Hall, our headmaster, suggested. And 

12 ** 
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, “ Hold on, Browr. You’ve great ambitions. I hope you’ll 
work .as well as you can t.ilk. You’ll have to walk before you 
run. Mind you, I don’t say all you’ve .stated is impossible, but 
it’ll take you a few years, and it’ll mean a lot of real hard 
work.” 

" Yes, sir. My Dad says if I go to night school I could learn 
some survepng and architecture ” 

” All right, youngster, we’ll give you a trial. We’ll do all we 
can to help you for die sake of oim business and for your sake. 
Begin Monday next, 8 a.ni. You’ll be under Mr. Wright in 
die office, and Mr. Ladden in the yard will be told to keep an 
eye on you. Your commencing wage will be 30s. a week, and 
after a mondi’s trial — if you’re sadsfictor)’, .and you still want 
to be in die building business — ^wc’ll draw up an apprcnticcslup 
agreement” 

" Tliank you very much, sir.” 

" Before you go, Brown, I suppose you luiow you’ll have to 
pay for Nau'onal Insurance.” 

“ I don’t know what you mean, sir.” 

“ It doesn't matter now', I’ve no time to c.vplain. Find out 
before you come in on Mond.ay,” 

John came borne to break the glad news of his first job. 
Mrs. Brown w.as delighted, and so vv.as Dad when he came 
home. 

“ You’ll be all right with our firm, son. If you do your Job 
properly, .and generally .shoav yourself willing, die masters will 
stand by you and help you all they can. I’ve knosvn all the 
bosses since they started.” 

- “ Yes, Dad. What did Mr. Clay mean by telling me I’d have 
to pay National Insurance ?” 

“ It mc.ans diat part of your pay all your working life is taken 
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for compulsory insurance. This is managed by die state through 
die Ministry of National Insurance whose branches have been 
established since 1948 in most large and small towns. Every boy 
and girl on going into work must be insured for health and 
unemployment, and ” 

Do you mean, Jolin interrupted, “ the insurance doctor 
and the ‘ dole ’ ?’’ 

That s a fairly general way of putting it, but I diink it’d be 
as well if you got it .all quite correedy. 

First of all, haven t you ever had sums in school about 
insurance and premiums policies?” 

Of counc. A shipowmer pays premiums to insure liis ships 
and cargo so diat if it is wrecked or damaged, he gets back 
mudi of the value he has lost. He pays a premium on an agreed 
^omt to cover the risk of his property being damaged or 

Yes, said Mr. Brown. “ Here’s another ease. You know 
mrdhitter, the county cricketer, a professional. He had a 
^ ^ E reward for years of good serstice. Tliis consisted of 
a gift of the takings or gate-money of a match, plus collections 
and donations from spectators and odier supporters. Had it 
rained his benefit wouldn’t have come to much, so his club 
T L “durance. It worked like diis. If it had been wet 

ee or for certain hours during playtime, die insurance 
people would have had to pay Hardhitter or his dub a sum to 
recoup him for lost benefit money.” 

Can you insure against most risks?” 

Most of them. Now this National Insurance that both you 
and your employer will have to pay weekly is to cover three 
, ' aeddents at work, and unemployment. If you 

become ill you get medical attention, medidne, and dental 
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attention — all bccatisc you’re iiuiirccl. And if you arc off work 
ill you get a cash benefit. I lore arc die ordinary rates, per week, 
after the first three days.” 


RATES OF SICKNESS nENEFTT 
{CeitttJ ty N’jtiV'i.tl Intur^t) 


Sex jiiil A^r 

s, d. 

(c) AtliiU aged 18 an.l over, exeeg: married v. oti'.en 
Ifraearc for adult dependant 

50 — 

30 — 

Increas; for firit child 

15 — 

(J) Married avoinaii aged IH and over .. ,. 

3-1 — 

Increase for invalid hutband .. .. .. 

16 — 

(t) Hoyi and pirlj under 18 .. 

28 6 


"The doaor on whose list you'll go will be paid a fixed 
amount for cs'cry person wlto registers widi him. And he gets 
tin’s sum whether Uiat person is ill or not, but he’s ready to give 
medical attendon if he’s wanted. 

“You’d better be on Dr. Leech’s list. He’s known you all 
your life.” 

" You know, Dad, I feel I’ll be paying for dicsc stamps for 
nothing. I'm fit enough and careful enough, and my job’s going 
to be regular.” 

" My mates and I used to s,iy die same when we were young. 
The years, however, have told a different talc.” 

"Just a minute now. Dad. I’m not quite clear about cvery- 
tliing. How will die few shillings paid for me by my employer 
and myself each week mount up so that dicrc’ll be enough 
money to give me all dicse medical benefits ■when I m ill, and 
also help me when I’m hurt, or out of work ?” 

I’m glad you stopped me when you didn’t underst-and. 
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There’ll be millions of people paying each week, and each 
payment will be shown by a stamp bought at the post office. 
Every employed person and many others must have a stamp 
card. The total annual sum for stamps will bring in millions. 
Only a few people are likely to be ill at one time, however, so 
there will be enough money to help them.” 

“ Supposing the whole scheme doesn’t pay for itself through 
the stamps?” 

“ Then,” said Mr. Brown, “ the shortage, or deficit, will be 
made up out of taxes.” 

“ How much are the stamps. Dad?” 

“ Here’s the leaflet. It gives full particulars.” 

He handed his son a copy of the tables shown opposite. 

" Thanks. I’ll keep this by me. What about pay if I’m hurt 
at work and have to lie in bed? And what about when I’m out 
of work — and I hope I never shall be.” 

“ You never know. Accidents happen, and when wages stop 
it’s good to have a litde bit coining in. 

“ Here are the figures you want for 100% disablement. You’d 
be advised to watch the papers in case any of these rules or 
figures are modified.” 


RATES OF IFgURY BENEFIT 
{Covered by Indiutrial Iiidmiries Insurance) 


Sex and Age 

j. d. 

(a) Adult of cither sex over 18 . . 

Increase for adult dependant 

Increase for first child 

(b) Boys and girls between 17 and 18 

(c) Boys and girls under 17, but over school leaving age 

85 — 

30 — 

15 — 

63 9 

42 6 




NATIONAL INSURANCE 
A?n> 

NATIONAL IIEALIH SERVICE CONIRIHUTIONS 


Cuys I 

Mt.'t 


r-Mnovn> 

18 or over 

Undrr 18 

18 or over 


Paid by Enifloyee 

9t. 5J. 

5i. 31. 

7r. Pd. 


Paid by Employer 

8). Id. 

ds. 9d. 

At. 7d. 


TOTAl 

17s. AJ. 

lOi. Oi. 

IQQI 

Kf. 4d. 

AH the eloi-e fj.'et imiujf IrJ.titrhl hnnirt Cfrtti{!uti,-ii nh.'.-Ii 

erf ai filhu’i; 


wrs* 

WOMfS 


18 or over 

Under 18 

IH or over 

Under 18 

Paid by Employee 

8d. 

AJ. 

Sd. 

3d. 

Paid by Employer 

• 9X 

SI 

M. 

3J. 

TOTAt 

Ir. Sd. 

VJ. 

lid. 

Ad. 


ClAS5 2 

sni-rAtnoYTo 

rrssofjs 

Mrs 

woMrN 

18 or over 

lit. 6d. 

Under 18 

At. 7d. 

18 or over 

9s. 8,;. 

Under 18 

5s. 91 

Class 3 

tJON-r-MPiovru 

I’BISOW 

9r. Id. 

5s. 3d. 

7s. 3d. 

As. Ad. 


Tlic Narioiul Hc.iUh Scn-icc Contrilnitioiis which arc as follows arc 
included in the combined weekly rates shown. 


ALL CLASSES 


MEN 

'U’OMEN 


Age 18 Or over . , . . Is. 4d. 

Age under 18 . . . . Is. Od. 


For employed persons, the employer’s slure of tlie al«>vc amounts h 3 td. I-ot 
^svcmcnec these contributions arc paid witli tlic National Insurance Contri- 
bution in one combined stamp. 
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RATES OF UNEMPLOYMENT BENEFIT 
{Covered by National Insurance) 


Sex and Age 

s, d. 

(fl) Adult of either sex over 18 except married women 
Increase for adult dependant 

Increase for first child .. .• 

(6) Married woman over 18 

(c) Boys and girls under 18 .. .. 

50 — 

30 — 

15 — 

34 — 

28 6 


These rates, except that for a dependent child, may be reduced 
if the contributions paid or credited fall short of the required 
number. 

Other Kinds of Insurance. 

Besides the Ministry of National Insurance there are many 
insurance companies "who employ agents to make regular 
house-to-house calls to do business and collect premiums. You 
may have seen them -with their neat httle collecting books in 
their hands. Perhaps an arrangement could be made for such an 
agent to come into school to explain his work to you. You 
would need, first of all, to look up the subject and to pay a 
research ■visit to tlie local library, where the assistants would 
probably give you all possible help. Then you ought to be ready 
to put prepared questions to the ■visiting insurance agent. 

Such a caller, the father of one of die boys in the fourth year, 
came into a secondary school one day. His ■visit was by arrange- 
ment made a month pre^viously for the purpose of discussing 
points in connexion with the reason for insurance, what it docs, 
and how it works. 

Here arc some items of information the class noted as a result 
of dieir previous researches and the insurance agent’s visit. 
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Insurance is a legal sclicme to secure full or pare compensation 
for loss or injury to life or propert)' by paying an agreed sum 
on agreed dates. The sum paid is called a premium. The leg-il 
document that die insured person receives is c.allcd a policy’. 
In it are full particulars of the p.iyments, and the times when the 
polity’ holder and the company will have to make diem. 

It is possible to insure ag.unst almost ever)’ kind of risk — 
ag.unst shipssTcck, fire, theft, loss of crops owing to bad weather, 
and accidents to persons and vehicles. In most homes insurances 
have been effected so as to cover loss from fire and other acci- 
dents. In addition, the fadier of a family may take out an en- 
dowment policy’. Tiiis means diat at the end of an .agreed number 
of years of regular premium payments die company pays die 
insured person a lump sum plus .an additional amount which is 
a form of interest. Obviously diis is an excellent means of 
savhig. 

The agent mentioned two eases of policy’ holders who had 
benefited from their connexion with his company. 

“ Last week I paid Mr. AB ;,^280. He had paid 15s. 6d. a 
month for twenty years, j(jI86 in .all. Had he died during dio.se 
twenty years his widow would have been paid at least ;,(^200. 
Now Mr. AB has a useful sum to help to keep his daughter 
studying at a university.” 

“ A few weeks ago a certain schoolmaster bought a house, 
but could only afford to make part payment. He came to me 
for advice, for he wondered avliat would happen to his family 
if he died before die debt on the house (mortgage) was paid off. 
I told him my company could issue a life insurance policy 
linked with the mortgage which would enable his widow to 
become owner of the house on his death, provided diat regular 
premiums had been paid in the intcrv.-il.” 
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The agent also advised the class that it 'was better to pay 
monthly or quarterly insurance premiums than weekly ones. 
Similarly it is better to pay cash for goods if one can possibly 
do so. An overcoat for cash may cost you ff-, if you pay it in 
weekly instalments, you will pay at least ^1 more. You can see 
reasons why. The man who calls has to have wages, for one 
thing; the car he uses has to be paid for, for another. Credit 
and the pri'vilegc of delaying total payments for weeks thus 
result in more expense to you. 

It is somewhat similar tvith insurance. Suppose you want to 
insure your furniture against risk of fire. You think it’s worth 
j(]200, and you take out a policy for that amount. A fire policy 
is a legal stamped undertaking on the part of an insurance 
company to pay you up to a certain amount as damage in the 
event of fire, providing your payments of premiums have been 
regular and not beyond an agreed time in arrear. The XYZ 
Insurance Company will accept your business, and the total charge 
for two years at 2s. per cent per annum will be 85 . Out of that 85 . 
the agent will get 15% or Is. 3d. for getting you as a customer 
and for collecting payments. 

Now compare this svith weekly payments which -will probably 
come to no more than 3d. a week. This looks very inexpensive, 
and to some people may be convenient, but it is certaiiJy not a 
method to be recommended if you take the trouble to see how 
it works. In tsvo years you "will have paid ^1 65 . Out of that 
the agent •will have received 26 times lid. for finding you as a 
client and 20 % for collecting during the next eighteen months. 
That is Is. 2 d. for the agent 

In the insurance world most weekly payment arrangements 
are called industrial; other kinds of business are knovra as 
ordinary. 
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It is true to say that if most people were strong-minded enough 
to put the money they spend on insurance into the Post Office 
Savings Bank, in nine cases out of ten they would be better off. 
The interest and principal would be considerably more than that 
repayable for an endowment policy. Tliis must be said, however. 
Insurance is a duty all must imdertake, especially a family man 
whose sudden deatli may cause great distress to dependants. 

This is not die place to go into more detail about sharing 
risks, which is really what insurance involves. “ Bear ye one 
another’s burdens ” is a good motto for diis very important 
branch of commercial life. 

“ But why,” you may ask, " include the subject in this book ?” 

Because insurance enters into most transactions in connexion 
with work — in sliipping, transport, mining, engineering. In 
fact it is an imsecn but necessary thread in the texture of life, of 
livelihood and leisure. 


FOR FURTHER STUDY AND DISCUSSION 

1. If you wished to have an Endowment Assurance for ^300 

you would probably have to pass a medical examinadon. 
Why? 

2. Write an explanatory note about the following: 

premium; pohey; agent’s commission; lapsed policy; 
A.l at Lloyd’s; expectation of fife; actuary; annuities; 
policy with profits; anon. 

3. “A generation of National Health Insurance has meant 

better health for die nation.” Make inquiries concerning 
this statement. 
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4. What are Friendly Sodeties? 

5. Why are Insurance Company shares always profitable to 

hold? 

6. " Something for nothing.” Is this true of National Health 

Insurance for health, unemployment, and acddents at 
work ? 

7. What arc Labour Exchanges for ? 

8. Find out what you can about recruitment, conditions, pay, 

and prospects in the insurance business. 

9. What do you think the following people would have to 

say about National Insurance? 
an old age pensioner; a doctor; a teacher; an tm- 
employed docker; a self-employed person. 

10. “ Sodal insurance is an attack on want, disease, ignorance, 
squalor, and idleness.” This is a comment by Beveridge. 
Say more about it 
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diouglits and facts; and that in stating them correctly and 
attractively you acquire pleasure-giving and useful habits; finally 
that these accomphshments tend to make you a more confident 
and more competent person, and so help to fit you for your 
career, and for your livelihood and leisure? 

A study of Economics helps in a similar manner, for it directs 
your attention to facts and ideas in your environment, and 
should guide you to a useful interest in your surroundings, both 
things and persons. 

You spend much time in your junior years reading and 
hearing stories about people in other lands, how they live and 
what they do for a living. Economics does the same thing in 
deahng with the way your parents and neighbours live and make 
a' living, how they get an income and how tliey spend it 

For Your Benefit. 

If your reading and study have been effective, you should now 
have acquired certain ideas which it will be to your benefit to 
practise on all occasions. Amongst these the following may be 
listed; 

(a) It is better to pay cash. Dealing with the tallyman, the 
weekly payments tradesman, is inadvisable if it can be 
avoided. This is true, too, of the hire purchase system. 

(i) Everybody should pay for more insurance than the state 
scheme; but it is best to pay yearly or quarterly, not 
weekly, and, of course, one should never pay more than 
one can afford. 

(r) To have served an apprenticeship usually leads to a better 
job with better pay. The unsized have less interesting 
and less profitable positions. 
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(d) Proficiency in dicing and table tennis is admirable, but 
there is more in life than mere pleasure. 

(e) The young person who helps odrers in such activities as 
cubs and scouts is doing a worth-while service. 

(/) It is usually better (if possible) to buy a house than to rent 
one. Compare here a mortgage from a Building Society 
with one from a municipahty; also compare saving by 
means of an insurance poUcy and by National Savings 
Certificates. 

(g) Backing horses is a fool’s game. The arithmetic of the 
football pools ought to be better known. 

(h) The youngster who has a hobby and interests, is likely to 
be a happier boy or girl. 

(i) Many publicly provided services, so-called “ firee ”, have 
to be paid for by other people, and it is decent not to take 
unfair advantage of diese state and municipal provisions. 

(j) It is not clever, but mean to dodge paying one’s fare, or 
to let someone else take die blame for one’s misdeeds. 

(k) A day’s pay is worth a decent day’s work. If there is 
slacking, the master and his chents are being cheated. 

(l) Your town, your county, your country — these are some- 
thing to be proud of, and so are the men and women 
who have made them a matter for pride. You are doing 
right if you are doing your best to make your town, your 
county, and your country better than they were. 

And you do this by always doing your best. 

Now turn the name of this book into a question so that 
“Why People Work” becomes “Why Do People Work?” 
Widi the help of your studies in Economics you can now give 
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the answer that people work for the joy it gives them to be fully 
occupied, because it gives them a purpose in life, and because 
the means of Evelihood and leisure are the results and reward of 
that occupation. In leisure, of course, are included many 
essential aspects of life such as the joys and consolations of 
religion, and the satisfaction arising 6om recreation, literature, 
music, and art. 

To all of these can be added the joys of service to your fellow- 
dtizens, for perhaps the greatest value that can be claimed for 
the study of Economics is that it makes each worker realize his 
dependence on others, and see that happiness and welfare come 
to the individual as a direct and indirect result of performing 
services for others. By acting in his daily work and leisure for 
the benefit of his brethren at home and abroad, the worker, in 
wltatever sphere of fife his opportunities and fate place him, 
fiirthers the ideals of happiness and peace for all. 


FOR FURTHER STUDY AND DISCUSSION 

1. “ Each for all and all for each.” How could this slogan be 

applied for the benefit of all in a rhnproof factory, or an 
office, or school, or brickyard? 

2. In what facts ate economists interested? 

3. If the publisher invited you to insert pictures in this book, 

what would you include? 

4. Knowledge alone is not enough. The personal equation 
counts for much more.” This is what an employer said 
to a trained applicant for a post. Give in your own words 
the answer you would like to offer. 
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5. Every M.P. and council member should have a knowledge 

of Economics. State arguments for and against this 
recommendation. 

6. What is the connexion between Politics and Economics ? 

7. A self-made man said, “ I never knew Economics, yet I’ve 

not done so badly.” Justify his attitude. Give another 
point of view. 

8. ” A Ceylon tea-planter exchanges his work for that of a 

maker of cotton suits in Manchester.” There is much 
truth in this statement. Can you say why? 

9. If Tom slacks in his work, he is letting down his mates, his 

employer, and his master’s clients or customers. Discuss 
this with Tom, or among yourselves. 

10. Discuss this book: 

(a) How can it be improved? 

(&) What could be added to it or left out of it? 

(c) What exercises odier than those already given at the 
end of each chapter could be added (one more per 
chapter) ? 

(d) Should the book be used for private reading or class 
study? 

(e) Which chapter do you consider best and which the 
worst? Give reasons for your answers. 



